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buasohs ?Qi< i‘Q £^l? i 1 MA?^. '-VALa. 

paaoite r/ ir.de of /.Ktl-^r.rr<i:,..:-i i .-.n • _■■ • H^ih Remains .to r Prior 

e. Frlenduhip forged during AsttTbai.^r. ar.c Uoeadeij oriaea 

b. Faifu'ul C"; .'„Yi aUy 

а, Iranian uwaieui vatu it. i*» Viet-.xm 

d. Special faolUtiae 

He vi Kelatlcnuhlti :.a Enart - Xt-iier and .lore Sigf.cia. 

б. . I^on la atone:, ns ;n 1 1 f. o.m lost (ukicu was our coal) 
b" US iD program are r.fcaiiag out 

c. Appears olaoa. to be f.t •le+.a f.nnliv o.’ our backs 
< 3 , Criaaitlon ah-wd be ouoU on to . r utaet our 

invaatL.e.tt (<>’-. 6 ill ) 

a. Shah willing to buy but <.,.;nts ft ’/or able treat jont on 
tofffiu 

Some kllitnry Aua tntutl -r to J - .ctir ! abl e 


e„ Wealth— buur lag oil inatell-iV. r.u are i-tcr . ' o uigly 

vulaereole 

b. Materiel raoouwooded la ceieneive and gap filling 
(air difanaa) _ , 

o. Iron's capability markedly inferior to UA3, Turkey, 
even Irac. 

d* Shah wants to Capa with, regional threats (i»o Iranian 
Viet-Bem) 

a. Objectives; deterrence uni self ’.liunce 


t. He^uirtuviita conflruvd by 


ui lit ary judgocut 


pran'o Tfconomlo Capability Shoo ’’ d pat be Underrated 

a. Iran la thriving; far differ*. it from five year* ago 

b. lend reform program? literacy corps and health corps 

outstanding . _ T . 

c. Abundant credl t-worthineea according to IBRO 

d. Oil lncooo avtr 5500.000, OCO annually and rising 

a? Growing awareness of potential economic dlffioultias 
f. Other countries are vying for Iranian business 

Chain of Adverea Eenctlom if Our Iteaponco la Inadequate 


a„ Iran will buy elaawhare, breaking US pattern (JlG-a 
5700,000) 

b. Our capability for influent in.-. :;har. will diminish sharply 
Cm T/ithaut euoh influence, ec >u ^ic difficulties oclnoua 

d. It will be the beginning of the end of Armieb/UAAG 
l. Will be road -block for augmentation of our apacial 
facilities , 

( « It wiU be anothar sucoaaa for Boviata in ouating OS 

influence “ 

g ff^aable rackaga la Ifaeded 

a. Practical program within 600 million ceiling y 

b„ Practical tiara trencue - i"± 67 ** 

o, Keitoratlon of economic facte of life during ^ 

r-ironi. t?*''' 1 /’-' 
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•U£ r. 

Turning of fi-r 

w« ar’^a^ * r * ** t#IBiX! » tin 8 AID assistance i.o Iran, but 


1 , Proposing havshar PIi~4B0 tanas to Iran fxo run and 
££-3ff*JL*£ ***»?* hf>nwing ratr>); Washington has bM 


uncrO.a to provide as wit-h sviy examples of recent Tit 1 # tv 

lcontc containing actnsarabl;/ fcnrn'i te;<wus, 

2. Applying Into root; Eju<tl ideation Taac «»i voluntary 
controls to private n.S raplfcal f'lcm a to Tran- thus treat Ira 
Iran as a dovoloped oountry and neklng private’ borroslxgr i» 

0.3, score expansive. 

, |* tfc^v, iufao t a,- y rats of oil offtsles. Aramsc liftings 
fron Sau di Ara bia are at a nartasdly higher rats than conaortlua 
listings fron Iran. 


4. Tho atiarzlan alfalr ctiil ranklsa. Iranian leader- 

lts that after two years royal assets 

sould have been released if there wore real 090 determination. 

5. The Iranian student problen. Soouhow Iraaiaa l eader - 

2& fiPSiX.! ~«imurS»SrS«iSJr 

£* Ccnttautd large-Boala U.s. osels Cause to Turkey aral 
evun to Nasser In contrast to AID out-offs in Iran onuses 
Iranian leadership to believe that t he OBO OP lonas r valraa 
Iranian frieisiship. ** mi «®» 
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>x ly jf, ^•••OTii VJ.vq ycyi M 



vir-lal D '.pr.' jV-A y", 


';"^,i-5'*T3. vv.'’6 r.r;;-';rrm iua gained lnpsanoi'f* incmeattpu 
'• -I, : ‘5 ! » " ■■! ". .£ u. 1 ’ } ii a '.■JTrvvo.au's* Ucvotad to a.occmla 

.. ;i a grcwth &at* last yaw? of about 10 >s,;» coat. 

r -t of Sam's ecmoaiy ju'eitly Unproved with eiv- 

' STtfso giving evidence of growing ajarsuosa of 4 

p. i : t . .',,iu;‘Jl« problems. 

3 , , , ' i i ..'cii drive in ’Ugh gear with sturdily .t«- 

•</ of private Iranian aij foreign capital. - 

<•4. - . . ... hj,, oaebled Inn's leaders to havo «luwr 

plot”;.'. 4 ■ ... V. .. .. aX the fi>isncl*l tcsotirsoa ujallahi* 
to tip ;;oy.,: >3,^ "uni of tfcelr alternative uses, 

5. ‘ v -.Atom tenure arrangements In 30 

I,- - . .• ..V 1 ,;;^,. hsa pxovl ted JU*d to evar a 

•fc :V;c ■'■.>•' v;jv;r a.'d is sow ucncaaU'a.ilog cn raising 
-j- tvxl'-i*'* rc;'f xty ard rural living standards. It tag* 
boon uv» x- 7 - .•! , 

6. .••'■•' '•.in-- pre synt -a of the IrcAlaa aimed foreoa art 

btin>i.;j t^.LTdiloiC dsalth. roads, txter supply systems and 
f ot<»s*’ 'JlpsfcvoaeRts to thousands of Iranian villages. 

7- LlVag M Cor ns of almost 20,000 draftees has bran t reload 
and sad s w;« viflagss to reading and vrltl^s* 

8. Ci.vps of drafted doctors id medical perconnel has 
sent iid {?*£.'•**• improve health c... atlcna In villages 
throughout Zaun. 

9. ▼oeat .v- ~. 2 l training provided by the armed forces has slvan 
useful nil,* to recruits which they are now using la villages 
In all parts of Iran. 
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e«JAj her croditt;? thlncac rar.to v\ku.’. -'\v_ i. . • • v.*.® _ve 
11^, it.: of $800 EtMcii auuuallj iV„- tot . *• . j-saxa 

on rc£M.^altlo ter^a. 

Although the gcvoramciit haa plsu*:~. ••• • ' -■ !:r> ** 

eooncule projects ’'aquirins li.\:wituu - U^.. ••* . „rvv.«h, 

•ota of too Icrger project 0 will 

■*>iy of tho ethers can not ba fax.'i.. . . -..}U cy ‘ v ias 

f ovevuaeus would lileu. 4 'he Efc> - : l.-i-w.. . bi"..'.. nr. tnz’i 

raa’i econauif Crvolopsewi. prc t -*i ;...-u «pt:\ . ill o* 

Iraa'i tieeu capacity In the next • ■ . . t*un l.-.ra ‘ 

will bo substantial espaelty ro«.al__, *opay ailitnry 

w *WMttto. 

Ccnao.-vatlvoly estimate a. 1 . . v- ; i’io*d to ;ray at 

lax st *30 millon ** im * 1 1 y lot* tri iit.-V » rvdite lQ too oast 
several yours. + 
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• T wtl l he Another Succeea fo r 8ovieta in Qua tin g ys Influe nos* 


t . auooeasea to Dates Alliance with national Aspirations 

1 . million Steal Hill Projaot (includes machine tool 

industry and natural gaa), with over ton* a Weat rafuaad 

l.xo'/ida. 

i. ?;ii.Ui-yaar barter agreements with DSSH. Poland, 
tueotoalovakio, Hungary, Romania and Bulgaria. 

3 . shah vlait USSR June 19«5 and aohaduled visit* Romania. 

Poland , Bulgaria and Hungary within next five months. 
Inoreaaed high-level vlelte. 

4 . Active cultural exohenge program artlata. a port a teaaa. 

lilu>>l nagotiutiono on cultural agreement with USSR alaoat 
oono'xudedi increasing number Soviet book* in Iran. ■ ’ 

5. Iran led Soviet aid recipients in 1963. 

u. Otner agreement*! olvll alrj transit j Caspian flahsrlsai 

Arab flam, 1‘oaluvi harbor, grain ailoe. ■’ 

' - '' ■ lie 

B. Current Soviet Objective* Ouetsr of Beat • 4 

1. Soviet-directed National Voice of Iran (Baku) attaoksi 

tterioan and Britiah Embaaalaa. ARtaStynittAG, US IS, ■ • 

,, ’IS Army Radio and TeleviaioA Stations, 0£NT0, US-eduaatat 
Iranians, Oil Conaortium. 

, i. Tudeh-oontrolled Pevk-a Iren (Bulgaria) attaokai ARKQBq/ 
UAAO and CRHTC. 

. 3 , Radio Mae cow notes publication 8 ovlet book which par trays 
» ijj assistance aa causa for Iranian economic troubles. 

0. Pinal Aoti Jettison Iranian nationalists 

„ i, long rang# goal enunolated by Molotov in 1940 remains 

same* "area south of Batum and Baku in the general ..... 
direction of the Peraian Gulf is.. .the canter of the 
aspirations of the Soviet union." 

- \ « . . - • ... ! -U./‘ .... i t \0, 
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DEPARTMENT op 3TATE 

O C r>\lh 

SECKET/LIMDIS 


January 21, 1»72 


OFFICIAL- INFORMAL 

L. Douglas Heck Esquira 
Minister-Counselor 
American Embassy 
Tehran 


Dear* Doug i 

k i 

Many thanks for your letter of Cecember 18 or, <■ ... ■ 

0b;iective8 and P-'ograai Guidance. We'd,, ui. * 
share your views that those included ir, i, , , 1 « ,, 

J^dat°n" NCEUR (OTCOU829 ^H> «e outmoded end nee! 

I am enclosing a copy of a mnnorandias we did on this 
-t before receiving your letter. Thesd Oughts 
we, o incorporated into an NEA paper which covered a n uaber 
of countries and forwarded by Sisco to Spiori ipmi At 
present, pm is endeavoring to work out a^lt-area DO, '> /suite 
position at which time a new message would be sent out 
at a follow-up to state 217955 (December 2, i»n? “m 
is hopeful that it will be possible to ^ni out suct. 
a message by the end of theVinth. . 

Sincetely, 


TO". J! 1». u. 7 

JkoltvC. MUloe 1 a* - rt' * ■ ■ i 

cci Wolfgang J. Lehmann, Esquire 
Political Advisor 
CINCEUH 

with attachments. 


SECRgT/LIMDIB 


* ; 



DEPARTMENT OP STATE 

WBthhiton. 0 C tosjn 


January 25, 1972 


SECRET 

OFFICIAL - INFORMAL 


John H. Rouse, Jr., Esquire 
Second Secretary of Embassy 
American Embassy 
Tehran, Iren 

Dear Johni 

Further to Jack's letter to Doug Heck of 
January 21, 1972, I thought you might like to 
have a copy of the most recent modifications of 
United States Security Assistance Objectives 
and Program Guidance for Iran, 

Sinoerely, 


Robert It Dowell, Jr. 


Enclosure i 

v; 

Copy of Guidance for 

FY74-7I Security Assistance Planning 


SECRET 


SECRET 


COPY 


U.S. Security Assistance Objectives 


— Assist Iran in developing armed forces capable 
of defending Iran against all but a major external 
attack by the Soviet Union. 

— Encourage Iran to play a leading role in 
providing for the security of the Persian Gulf. 

— Maintain internal security. 

— Insure continued availability of essential 
rights, authorisations and privileges. 


Security Assistance Program guidance 


'onttnue to plan for FMS cash and commercial 
sale needed to meet our Security assistance objectives. 

— No FM5 credit is being requested since Iran is >■ 
expected f o continue tc seek and obtain BX-XM Bank 
financing for its U.S. military ouxetiasa*. • • 1 * 


--Plan for a continuation of MAP grant aid 
training support Including appropriate MAAG coat category ■ 
immediately below tho level of $500^000 for-PY73 and • : * 

beyond. 


' * f i ■ - ’ > 
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He. e f b C oni as. (arieeA. 


THE tOUTAKT PROBLEM 


General Significance 

Our allltary relationship with Iran (credit ealee of military 
equipment and allltary auvlsory assistance) Is a key element In the 
strength of our position and Influence In Iran, We hare been the 
pr leery supplier of the SImh's aillta.-y requirements throughout the 
postwar period, especially since 19^3, end remain so in spite of 
his recent purcbesee froe the \X, Italy, and the Soviet Itaioo 
(transport equipment and antiaircraft weapons from the lmtter). 
the Chief of ARMI3U/MAAG is for the 3hah a hlfihlj valued, objectlre 
and Informed advisor on equlpoieai, manpower, and organisation, ter 
allltary role has had srtlll adued significance since concessionary 
economic assistance and the UBalt mission were termlnmted In 1967 . 
The Shah has said over and over again that what he wants principally 
from the U3 is for us to sell him the sophisticated equipment he 
aaeds for his defense. 

Problem 


The Shah's appetitlcs for equ.'tnamt keeps us constantly uneasy. 

Ue are concarnsJ with the accrual t burden created by hie military 
establishment, its Impact la terms of skilled manpower absorption 
and availabilities, and its real allltary effectiveness. In the 
earlier period, especially whan we were providing economic mid to 
bolster the Iranian econeay, *• nought to limit the military program 
so that economic uewloym en t would not be retarded. We wrote this 
concept Into the military program beginning with the memoranda, on 
BlUtary es>- ‘Stance of 196? and it has become enshrined in a Joint 
annual econcaolc review to assess the economic impact of anticipated 
allltary purchases. Our air and Budget Bui van people still attach 
considerable significance to this concept. But, nest that tha Shah 
is purchasing (on credit tense) hie military equipment (end our earlier 
si sable grant cceiponent has stopped entirely), he le bectmlng lass 
tolerant of such foreign restraints. On our slue, recent Congressional 
reservations regarding foreign purchases of UB allltary equipment la 
general and the consequent stricture# which are placed annually on 
the amount of government-hacked credit have become the more inportant 
limiting factors . The high cost of US commercial credit arnicas resort 
to it very expensive but there was some or it in last year's credit 
arrangement. 


GROUP 3 

Loan graded at 12 -year Intervals, 
not automatically declassified. 
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8B3«T 


a. 


Beginning la I96A wa bar* triad to find an approach, If not a 
•elution, to this problan la developing with the Iranian* tentatively 
•greed long-range progrea* of military aqulpneat acquisitions. UB 
Adelnletreticos , and especially Congress, have, h on or or , toon naat 
reluctant to oak* advance eaaltamti retarding solitary aalgg to 
farolgn (Bvmaaitl. And oa th« traaln.' aid*, the packages haw 
taadad to com apart elaoet a a aoxi aa they war* agreed, aa tin Shall 
haaoM aonseicus of a now, previously unftwroaoan, naad. Bn steeply 
rlain* trier, of military «n . i~ ami tha occaalaanl naad to conclude 
purchase* or ."or a production u' • , 1 , .a un cun, haw alco conatl- 
tutad pmaeurea ta n d la d to enlarge our aanual agreed progrsM. 

Other count r lac do not aonra our reluctance to sell Iran grantor 
quantities of nllitary equlpa.;!,. ib« Soviet Uhlan hoc kept con. taut 
pressure on tha Shad to buy tuui ah/* .ring hr vents (MIG aircraft, 
nl.slles, took.) at attmctlw prues avl ti-»i ( yvnerally , credit at 
a'A)- Tha Western luro/uMn . .1 >■ k 1.1 u».. \t appear randy to i»U 

without rretralrrt Cb*l unitary prvuucts, aiunough their aradlt tana 
am aot ee attractlva aa tha WJU: ». 

In general, It ha. bam it.* nur.t r j Toon slaw that our noet 
affective restraint nu *a |!, tl jpiu lie. la tha car . ful tachalcal 
edrlce and professional par.ua. - on of tha AUMEUi/MAAO. Touara thla end 
we have node prtarrss in , rtt 1 ti.r Ir anian, to think of the whole 

eenplea of ec* - r. . I. . . . ■- .1 , - -n.ee t .h purchase ef weapons cyateM 

eod, particularly, to fc« cou-c, a*, of the Halting factor of t reload 
operating hud atirte a»ve [er«>,..ri. FoM diversification of Iranian 
pur choree, l.e., frua v..t.r 1 . acceptable end poe.lbly 

polltloally deni. 'ah. e, o.t ti . -u. 4 . imitations and problem are 

euhatantlal an 1 vr could he ...... to- to aee ouch further enlargenset 

le purchases out. *-&e <i:,i »r- are .ought to note the point In 

Vsahirtgtoa that, .• t . .« jitcuaaloa hem, the Shall hee 

flueUy node 1. ‘ ; .1, .< ■*.« certain allltary equlpaact, ha 

will get It-* freu other, If ve ere at willing end able to provide It. 

Xa recent yea re vv iwr. foun. .1-10 that it le no aee trying to pereuede 
hln not to bigr e'lu-p.ubf <«. , .u that ha la overeat lastin'; tha 
threat. Far u, . ... «... V.t tha wnakass* of hi. Arab nelghbore 

em true had off nc It rai . . .ue Shah rejoin* by citing tha erratic 

quality of their laadarauip, * *a possibility of their Meblthg agnleet 
kin, etc. 

Current Bltuetlon 

The Shah's ceuesutmtlon ca the incur lty prohlana he feels he 
■wet aaauM with the British withdrawal free the Persian Gulf iu tcOTl 
hM brought a .till grrnter Sanaa of urgency to current nllitary 
"requlrenents." In 1968 we wurtod out with hi* on ' tiles tratlve Hat" 
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of louc-rance military naeda vhlch whittled dam hit considerably 
Croat or 1 — n'l to a < 600,000 000 lml, rt ni understood that 
in ■ miu bo flokani in *100 million annuel trenches,' subject, 
of oe.zrse, to tto annual eeooaeic review and to Concroaalanal action 
on the allltary asalotaaca progra* and lto financing. 

nmeulty lmed lately arose with last ywer'e, the seventh 
(the series started In 196b), traocM. The sub of the problan m 
tbs Shah's ljwlatanee that an additional two P-b squadrons bo sored 
Into this tranche to insure delivery bv the and of 1971, These 
tqwdroos coat flJ'i.'S mll-uo- at current piles* and tha coat thraatenod 
to amart to lit] million unless a claar conaltaant to purchase eould be 
Cl von. After considerable pulling and baullng, the problem ni net by 
e “depandahle undertaking by the TOI to buy the P-b* and a IB Govern- 
ment approval of ' Incremental funding,' l.a., postponement of *53-7 
million of the P-bs'coot to the eighth, PT 1970 tranche. It MW <mdar> 
stood that the 001 essxaaed thr via' s Involved if *vP0 credit was not 
VltlHlK *r >T 1"" , out t'M >;■ j-trent ha<. to f.gtt bard to gain 
BOB and Congress lonal acceptance c toe concept of lncr mental funding. 
It should bo do tad that In PT 1969 the 001 also purchased from the OB 
for cash an additional *66 million of military Items 'primarily spare 
parte, anmnritlusi, mlntenai.'t and toecnlca'- services). 

Va art not yet dam to tho wire on the eighth tranche, and Oaneral 

TWltchell continues to discuss additional rropoeed purchases. But, the 
GOI has already iodlcaten its uest--* to speed the o»t 0 4-»tl«j* ftu* 
the seat *100 mllUon credit and flan Org. Blroctor, Mehdl Basil, want 
to Washington Id early Eeptmber to do ease credit soundings. (Gen- 
erally, the annual pads*.*, a o credit teres have been finally agreed 
by late spring/. The shape of tbe general difficulty can be gathered 
from the following! 

(a) $53.1 million la already obligated to cover the P-b*. 

(b) $TT million far the flnanolng of the aircraft warnlnc 
ayeten (Peaos Ruby) la oaedad. 

(d) 155 am. howl ts era at *6 mi Ilian are required. 

(a) bOO N-b 7 tanks require ’retrofitting." He persuaded 
the Shah to do this lnateed of purchanlng additional 
now and more expensive tanks. Om coat will be a 
sri ni sat of *25 Billion. 

(f) The Shah eentlnuas lot area tad la 2Jb Sheridan tanka 
with Shillelagh alsellee. SuppUera any (wa have not 
always found each stetaawuta fully Justified) Sharldaa 
production aagr lapse if tho Iranian order la not placed 
before January. 1970. Total coat of this waap nn s systen 
la about *105 million. 
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k. 


(<) A (turfy w* alu or r«iulrit,«nu for dofaaao of th* Pwralan 
Gulf conclurfou Uakt ( *urv*illanc* capability would bo 
sufficient. But *v*n If al r craft la lovantory or scbadalad 
for j.rocurwunt or* uaod and no row *hipa or* purchoooc 
(clanr I--aru.au accajtnn.* of tola rior 1 * not yrt fcrth- 
ccnltui), thro* rorfor lnot ol la ilcna and thro* vnrlaul* oojrth 
tonor l retaliation* would coat la tha aalghborfcaod of $13 
>ii llfcn. 

(b) Although four yonr* ago v* *M*nd to parsuaa* th* BM 
tuiporari ly that olr d*ftr--c cou.trf bo adaqmtaly ►— —r'— « 
by Interceptor aircraft v uot tb» purcha** of joint 
&*f* do vMijoat (He wi hi.Kiiid tf th* iha*. «y*t«a at tbo 
tin# ) ) thl* docldon ha* eou* ur-* tuck. Dm rocant w* 
frontatien with Iraq ovw cUa £fcntt-al-Arab rlnr imm to 
hav* cerorlacou th* Cha-i ;V \.t «..rfl*lda ar* too \rula*r» 

*bl« to *urp.-l*« *.Uu.-. .j*. .watiy, nerviltlonal contract* 

hay* b*«n tlfiaad for British 'a- iw Ml*all*a (about $94 alllloa) 
and Oc-lllon* for air* * *r jitsa ( about *yt) alliioa). 

V* hav* r*c*ritly iw.r. nut.*..- .1 tlirai th* Bawl (y(t*a* 

with hi* again in thl > co»L*octi«r.. Although w* hav* Mt 
alto,:«th*r Alton up th* vfft.rt Vo ra-convlne* th* Shah that 
aircraft will <10 Jv* th.-. piopoct* of ao u* not 

*pr«ar br.ghi. „*i: t : ■_ :».* .» to try to gat hi* to 

cone «nt rat* on preplan. of .ruuvwu and ml »ffl*t lT«n«a« 

Obvloualy, all th fc , l*j**v-.. - .. rin't fit into a $100 

*1111 on jadac*. U* .a* a-.t , . ».» to poatpoaa km of 

thaaa ltan*. U* aay pr*** for ai lutrua.:* in th* $100 all lien calling 
on credit, or «*• of ’.,.* • #.g ...... ji ltau air)rt ba bought froa 

nwlitn othar than It,. In ,x . .. * at to buy aoa* of tbaa fru* 

n* for sash. Dm Slab ayyuara .. > Ur .<1 ..ting cn ao oil < 1 «al , involving 
■ala to th* ub of uw oi* sieve t ... udortiw'i'aml lifting*, to 
oovar th* M -^7 ratio fit-. .. or ... fcj.-1.lan tonr*. Dm GK rr;r***rt* 
tiv* hara l* u>r:.ii». 1*1 ..... u.» .* .1 take* to fit Maavbar* 

la th* lwport quota* vtucu ~ • *1 by th* U 1 G t* laportara, aat 

to originating aountri**. Ho a. * not too Mogul ao rn^rdlag the y ra a 
pacta. 

Thorn la atrong apposition in th* various agaocl** a* wall a* la 
Oongrea* to aqpanding th* an n aa l credit* aad* aval lab 1 * far ban above 
th* $100 alllion l*v*l. Quit* po*»lbly, th* llaltad ala* af total 
aw r a an t-»m*rt*l credit to 1 j authorised by Oengrooa for Military 
aalaa to foralt* gortrnuaota would oaka it lnfaaalbla. Bowwvar, yaat 
«aparl«ooa ha* ahem that If th* fr**l d*nt dado** that a eradlt sola 
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at a jaurtlaalar alaa rtwH ka *<«, tag* kut kata fount to pot 
to|M* aa WftrtU adit, kan of tkla, tla Aab «1U iiatiluli 
amok M lataUa tka traaiaaat U tUa jakklaa la Oatokar, aiUawak tka 
krallaa kaa aada It kama ka pr a t m a ta k map k la aaaaaraatlana atk 
kaata af ak aka aa fclafcar laval aaa laaa ayaa lf la jaUar t tt a a a. 
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RELIGIOUS CIRCLES 


i Summary 

i ™ 

i The Shr.h o t Iran maintains a posture of 

public piety and champions Islamic causes 
even though Iranians, the vast majority of 
whom bo lout; to the Shla sect of Islam, are 
not greatly attracted by pan- Islamic sentiments. 

The Iranian clergy no longer have major political 
influence — though they retain a sufficient 
following to apply an occasional ‘brake" to 
government programs. They have been, for the 
past decade, fighting a rear-guard and losing 
action aufliust the growing tide of a secular 
slate overly fascinated by thereat, modern- 
ization and material progress. Should unfore- 
seen developments, such as a severe economic 
recession or the ‘weakening of the government 
(as the result of the Shah's death or a military 
debacle) lead other segments of the population 
to challenge fie governnon i . the Muslin clergy 
could undoubtedly drum up tome following. In 
that cast, since the US is Christian and Is 
associated with the reform regime ar.d sines " ' ‘‘ 

the clergy has traditionally opposed foreign 
Influence, wo would probably corns under political 
attack. 

• .? ,i 

Background ’ 4 

The Shla sect of Islam, to which tol Iranian helon',\ * 

wliether or not It was Intended to bind Iranians together , 
against the »est of ths Muslim world, has contributed rn 1 
po small way to the development of Iran's dlstinctlvs V1 

national consciousness. Iranians as s whols ara not gramly** 
attracted by pan-lslamlc sentiments and tsnd to view the * 

war with Isrr.el, for lnatancs. as largely an Arab — n, or 
Muslin — problem. Although ths secular reforms of boxh ,r,,:i 
Reza Shai: ami the present Shah have antagonized the tanzerv- 
alive, traditionalist. religious opinion la Iran, both 
leaders have been careful to pay deference to Islamic 
teach and to contend such teachings beach support and ' ' 1 
demand tlic-ir re tom; programs-' “ 

: » ’ ar , . ; . j •> 

• • • siti -Vi i i •' -’j. ; — i a J a.i 

Group 3 i 

Downgraded at 13-year Intervals 
no i automat lcally d*cla«slflsd 
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C leiyv ■ cak<M , .ed hv Re form 

Stnce I lie advent of P.eza Shah, the Iranian religious 
community lias found itself confront eel i in one chance 
after another -- e.-.r'i one ' ' i t ’ I i " c 'ho cl or ' s 

monopoly over education, ovv.uni i v tv. . t . tattiiv relations, 
law, public r.oros and morals -- and t hereby di'.'.ir.islilr.^ 
Its overall popular and political influence. Meza Shah’s 
,,idi< ini n;.: ecu t local r> for- • v<.rl> out rath on 
relis'iov.s 1 uo. ’ The psese-t: .’tta... in car r> ’ 
re tor: -.s lurtror ii to t’.e fields o’ <»d".t at ion. cot.atuf.it y 


and (at.ilv relatif s. and • ■••ion ■ 
com t it to t r.»di i ntt>i - * * 1 
exercise ; co-side’ it.Ii.cu e 

parin' larlv in tie rr.ral 1 c 

V ■ I e ; 

decade, th.e presef.ee it. 
sponsored I.iterscy p-- •• 
vorp-t ,n a ■ I ice 1 ih* .'.i 
authority oj t .tt. dor,., 
rel id 1 u.is opposition 1 o t * 
perhaps .V art :vc -- after. ' 

Which Vie :ld pi Pi t- ’1 e ;«,»>. . 
re 1 i u . ot.i.- edi.ca; i.c. : . r t .. 
nation of a last-ditch st.i 


a = i .is directly 

- * ' I' . V» ii 1 C *i 

i : : n - <? . 
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Colts 

. r. v ! . c- i i v.* 1 d ij * 
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S iv.ro 1 . ‘.i ’ir v r '-‘or 

u idessp-- riv ' - • • • ■ 

regime, t lie cl erg?. :n- n 
sentiroru ir.’o po 1 : ' x . 1 

cut lr i i C v o £ the * • . i a V.u *• 


-fj - . I i.o 

o** x'.izii:^, 

..r,s ’ i **'. r.o t:ii*ar- 
’1 vh-i " \ -e last 


paramount leader died, V.a’ivll.it: Koncmi. arrested tod 
exiled to Iraq in lfi : 1 a.-t tt >’ t ’•’•= ar ; i-,ovc :.t 

activities aspiiee ■ 1« ■ • I ..m "v-li’s. '• : 1S cif'se 
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The residual reli/n .s rest ' ‘.t . . fr-inst retire 

reti.ai s hitter and drop, c tt a P- ■" e-s ne-esca ta t ion 

between dissenting rel i? iov.t> circles and tne jovernneu: 
has been underway. Reactionary and opportunist ic as 
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many of the clergy have ofte-. teen in their choice of 
tactics, the clergy as a whole is not yet isolated from 
the ma i ns tream oi Tr.--.nia:; r°Pular opinion. Tie govern- 
ment has ! hf i' \ r;i(., ■ thi.-a ; . rov.il ,-,i 

control 01 t..i leaning i,.a s.ait.e in Iran (at hasrad, . 
and control and censorship of all pt.blic activities to 
prevent pci i t ical 1 \ -minded religions leaders from 
developing a.r. sizeable political iollcw It is 

generally recognized that the clergy is heavily penetrated 
by SAV.1K, whim further reduces its influence, V.hile 
keeping a tignt rein on dissident mullahs, ti.e government 
endeavors t«« keep its icr.cef. me. did v.ia tilt- tamer o.c.-i. 

It has so jar failed, however, lo produce a pro- ,over-.zer. i 
leader who far. cor.r.and widespread, lei alone universal, 
respect »r . Inn... •; : i • . 

r.-astbilit it- a of Clerical C ox.ebaok 


In any cate, ti.e millahn ham -e-n enable v.> s L ..t ci. rse 
of devel ..ent and rc-for .-. or to . m d coriou cars : j: r.ori- 
ilian a lenpora.-y nature with any other major polit.ual tone. 
The work! a rra ngc-.ect wit:, the government ill. . .u i . u 
probaclt i-r, 1 1 a a as lor.t as ecot. progress is .a i .i, 
Siiuulo evttt.i 1 -icon , , as a :,c OCl-c. . .1 i * f x . , o . 

ti.e economy or a.i apparent weakening of the government's 
firm hand, lead oilier segments oi the population to i ha li- 
en-, e the hover: r.r-'.M .he ..t.-re.-i :• ;1 1 -is w , : • t . 

'•hr. 1 ir.. h.< ;r n: ; .ru.ii. ..ir.u . . taiiJ.d:’.. )r toil . 

especially among ti e hazaans and lower classes. liver. : t. 
those circumstances, ii is unlikely that they will ever 
return lo a historic role sum as that of 1602. w:-.n ti.e. 
led the attack against the Belgian Tobacco Concession, or 
of 1907. when they played a key role in the Cor.sr i i..t ior.al 
Revolution, or of 19.;2, when they rallied behind :.e 
government in the break witu the Br.iii.sn. 

Other Rel : gl i: j iiovem.ents 

Iran was Dorcas t rian before it became Vvs lid and todav the 
calendar and mar..- customs step as the Now Ruz holidays 
are carry-ovt from Zoic.-.-; -lams.-.. In the last year the 
pit- a. ;J I’. ,ve disc. ssed -'..ir. a- • r ,v :sv. with r.oi-t 
t • a : •vv .n P- - . i 'us c-is I e.-a i ; - g s nr.o o: ser.cx's to 

spot, -la e ’ t - ? re, :.-;t .. , .1 , . J . >orul to re-c :.p xia:;*. 1 
th-eir Zorc-ast . iar. .egir.nir.gs. The Bahai -- wix.r. 
perhaps 10.000 followers in Iran — religion is not in 
favor officially altnough one of tr.e Shah’s intirates. Dr. 
Avadi. is a Bahai, as are other preru 1 net r Iranians. 
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Armenians ere not trusted by the regime especially the 
security services because o 1 their tics with Russia. 

The Jewish, Bahais, and the Armenian communities encounter 
discrimination In the hiring practices of the GOT, but 
they are free to practice their religions. 


Effect on li.S. Image 


As far as the US policy is concerned, the resurgence — . 
however unlikely — of Influence by the mullahs would 
adversely affect our Image here, since we are Christian, 
closely identified in the public eye with the reformist 
regime and with Israel. Conservative religious leaders 
lay much of the blame for Iran's <e. d arl/ation, for its 
liberalization of social mores, u lor its close relations 
with Israel, to Amerlcau induce'-. Moreover, the 
nationalistic clergy has traditionally opposed foreign 
Influence in Iran, Thus, In the ondkelj event t! clergy 
were to return to a position of sign! leant political 
Influence In the next few years, we could expect to cage 
under attack. 
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POLITICAL OPPOSITION - Extremists and National Trent 


Summary 

In Iran effective organized opposition to the 
Shah -- communist and non-conaunist — has 
practically ceased to exist. Persistent sup- 
pression and efficient penetration. Internal 
ideological disputes and the Iran-I'SSR 
rapprochement, and significant social reform 
and economic progress managed by the regime, 
have cowed, demoralized or persuaded most op- 
position elements. Hard-core opponents do 
remain and pose a latent threat lr. time of 
crisis. They have little popular following, 
no known following within the security forces, 
no viable alternatives to offer nor any known 
leaders of stature -- and they remain under 
close SAVAK surveillance. Nevertheless, they 
have undoubtedly provided recruits for the 
subversive/terrorist activities which have 
assumed increasing importance over the past 
four years -- though still far from a threat to 
Iranian stability. The nain anti-regime 
activity takes place outside of Iran there the 
Tudeh Party with Soviet s-Tport. ( ■ '..■•■m agents 
and other oppositionists recruit aid organize 
Iranian students abroad, martial ar.ti-Shah pro- 
paganda and try to embarrass the Shan on his 
visit.* oveiseas. These groups have little 
influence today within Iran, except among a 
relatively small number of university students. 


There is no permissible way in Iran to express opposition' 
to the monarch, the monarchy of to policies and programs 
sponsored by the Shah. Opposition political parties and 
groups have been disbanded and demoralized, their member- 
ship cowed or acquired by the regime. The Tudeh (Peoples! 
Communist Party has been ille.al sir.ie lt*I9 and firmly 
suppressed since it reached the F*ak of its popularity in 
1952-53, .'-'any of the political leaders ot the loose National 

Front political coalition who support*! Mossadegh, have 1 
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undergone periods of arrest and remain under close 
surveillance, and all of them have come to recognize the 
limits of allowable activity. Reactionary elements led 
by the clergy and bitterly opposed to such reforms as 
land distribution and women's rights, were vigorously 
suppressed when they last led demonstrations in 1963, 

While kept well under control since then, the clergy still 
commands sufficient respect to be able occasionally to 
put the brake on certain GOT programs (e.g. the plans for 
a Religious Corps). Student, labor, political, religious 
and other potentially troublesome groups are thoroughly 
penetrated by the security services. The Soviet-Iran 
rapprochement and an ideological split into Moscow and 
Peking factions has further weakened the subversive 
communist effort; the land and social reform programs of 
the White Revolution and the Shah's independent nationalism 
in foreign affairs have met many of the demands of the 
progressive, nationalist, intellectual elements in Iran; 
the soaring economy has offered zn opportunity for con- 
structive involvement and material reward which for many 
has proven to be a satisfactory substitute for fuller 
political participation. A large number of former 
Tudeh and Nationalist. Front supporters have been welcomed 
back to the told and are now found even at top levels of 
the goverament. In short, effective organized opposition 
has ceased to exist in Iran, and intractable opponents 
have been driven underground or outside the country. 

But some hard-core oppositionists — however fragmented — 
remain. There are liberal intellectuals, both young and 
old, who would limit the power of the monarch (some would 
even abolish the monarchy) and resent the suppression of 
non-conformist political activities and Ideas. There are 
also elements of the conservative bazaaris and Muslim 
clergv who would turn back the clock economically and 
socially — some well known and still commanding sufficient 
loyalties to apply the occasional "brake" to GOI programs. 
There are, finally, elements, particularly among the young, 
who accept Marxian tenets and would set Iran on the course 
of "popular socialism" 

Croups of young men are occasionally apprehended and tried 
for communist anti-state activities. In 1969, more than 
20 men in all were convicted of forming communist groupings 
to overthrow the government. In 1971 dissident activity 
produced the now infamous “Siakal Incident" — an attack 
by an armed band on a gendarmerie post at Siakal, a small 
village in the Alborz mountains some 35 kilometers south-’ 
east of Rasht. Two gendarmes were killed and another 
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wounded before the group fled into the mountains, soon to 
be pursued by a superior government force (Including units 
of the Iranian Army) which succeeded in killing or 
capturing most ofthe group — whose total number has been 
put at 1 jO to 1/5. Thirteen of those taken prisoner 
were subsequently tried and executed: and the captured- 
reportedly included two Palestinian Arabs and others 
trained in Communist China. Approximately 50 of the dis- 
sidents, however, escaped capture and subsequent anti- 
government violence has sometimes been officially blamed 
on the Siakal Croup. There is a growing suspicion, 
however, the Group as such may no longer exist but is 
used as a label for the GOI to pin on other terrorists, 

(The Siakal incident received wide domestic publicity, but 
only some weeks after the Incident.) And in January 1972, 
the GOI announced that 120 individuals would bo brought to 
trial on charges of murder, bank robbery, bombings, 
illegal possession of arms and explosives, attempted 
kidnapping, air piracy, propagation of communism and anti- 
state activities. Accusations that the prisoners' guilt 
was predetermined, complaints that the prisoners were 
tortured, the closing of the trials to the public, and 
the severity of the sentences (of 32 sentenced to death, 
nineteen are known to have been executed, ten had their 
sentences commuted to life in prison, and nothing further 
has been heard of the other three) brought some strong 
criticism from '.Vestern intellectuals ar.d necia — criti- 
1 t a rn ished so’-eV- it.*- i.ul.'s li-age, both 

at nome and abroau, particularly lestern Europe. 

We assume the Government c-rack-sdovn represented by these 
arrests and trials has set back terrorist operations and 
has forced subversive groups to regroup and retrain. 

Once this is completed, however, it is expected that urban 
guerrilla activity will resume on a scale similar to that 
before the crack-down. 

The major anti-regime effort takes place outside the 
country, mainly in Europe, The top Tudeh Party leader- 
ship has been outside of Iran for years, enjoying support 
from the Soviet tnion. organizing Iranian students abroad, 
and operating a clandestine radio station which broadcasts 
into Iran from Bulgaria or Leipzig. East Germany, Other 
anti-Shah radio stations broadcast from Iraq and Baku, In 
the USSR. The East German station is reported to be 
currently undergoing extreme reorganization. A snail 
Tudeh splinter group formed in 1965 identifies with 
Communist China, and that country r.a3 succeeded in gaining 
considerable influence among Iranian students In Europe. 


CONFIDENTIAL 


May 1972 



CONFIDENTIAL 


4 


Also visible abroad but less active, are elements of the 
old National Front. Perhaps the most visible and 
articulate Irritant, and certainly the most widely publi- 
cized, is the Confederation of Iranian Students (CIS), 
a dissident student organization with a wide following 
among young Iranians in Europe and enjoying support from 
continental Intellectuals. It is leftist oriented, 
received broad support (some say direction) from Tudeh 
Party elements, and has been instrumental in leading 
demonstrations against the Shah and his policies. 

The real impact of these groups has been in picturing 
the Shah to fairly wide groups abroad as a tyrant, in 
bringing unfavorable publicity to bear abroad on trials 
in Iran, and in embarrassing the Shah and his hosts by 
demonstrating during his visits overseas. 

It is worth noting, finally, the activities of a different 
kind of dissenter, the late General Telmur Bakhtiar, a 
former SAVAK chief who carried on a personal vendetta 
against the regime after his exile by the Shah. He passed 
the first few years of his exile directing anti-Shah 
student activities from his residence in Switzerland and 
then went to Iraq, presumably to become more directly 
Involved in anti-Shah and anti-Iranian operations. (His 
arrest in Beirut for possession of arms and the Lebanese 
refusal to extradite him to Iran led to the break in 
relations between Iran and Lebanon.) General Bakhtiar 
was assassinated in Iraq in mid-1970 , presumably by SAVAK 
agents. 
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MINORITY CROUPS 


Introduction 'and Summary 1 

Iran has Important minority populations -- 
tribal, religious and linguistic — which 
have created serious divisive problems for tha 
country In the past. The large tribal groups 
traditionally resisted rule by the central 
government and became essentially autonomous 
during the periods of weak central authority. 

Even In the 20th century, tribal allegiances 
and pressures significantly affected the 
fortunes of Iranian governments. In recent 
years, however, minority groups have been 
effectively controlled by central government 
pressures, and by programs for Increased 
integration — with the promise of greater 
reward from participation in a prosperous 
economy;'' Iran's Kurdish population, situated 
along the' sensitive Iran-Iraq frontier, is 
carefully watched by the GOI lest their ethnic 
loyalties Involve them in the Iraqi-Kurdlsh 
dispute. The sporadic fire-fights which have 
erupted in the last year on the Iran-Iraq border 
have generally been south of the Kurdish areas 
and not due to ethnic or tribal flareups. 

Southern Iran's Arabic speaking population, 
living in Khuzistan along the Iraqi border and 
the Persian Gulf, presents a potential security 
problem since they are conscious of their Arab 
character and minority status, listen to radio 
Baghdad, and live in the vulnerable oil heart- 
land of Iran. Iraqi and progressive Arab efforts 
to develop active dissldence among this population, 
however, have achieved few visible results — 
and Iran's security sensitivities toward the 
Arab population are undergoing a gradual and 
minor decline. 
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Kurds 


The Kurds,' Iran’s largest ethnic alnorlty, number sore 
than 1,000,000 living for the most part in West Azerbaijan, 
Kurdestan and Kermanshah, which border areas of Iraq and 
Turkey also largely inhabited by Kurds. Although 
lndependnt-minded, the Iranian Kurds have not in recent 
years Mounted any extensive resistance to government control. 
The liajabad Republic, an " independent" Kurdish state set 
up in 1945 by the USSR, attracted little local support, 
extended only about 50 Miles in each direction from Mahabad 
and folded as soon as Soviet troops were withdrawn from 
Iran, Nonetheless, until the 1958 Qassem coup in Iraq, 
Iranian forces thereafter occupied Many Kurdish areas as 
they might have occupied enemy territory. This coup and 
the subsequent Kurdish revolt there helped persuade the 
GO I to change its tactics to emphasize regional develop- 
ment programs designed to attract Kurdish allegiance. 

Such a carrot and stick policy has preserved internal 
security among Iranian Kurds and has provided some measure 
of progress in softening attitudes toward the central 
government. ‘ 

There are indications, however, that some Iranian Kurds 
living near Iraqi retain their Kurdish identity above their 
Persian identity, and that bomb Identify closely with 
Mulla Mustafa Barzani and his struggle to gain autonomy 
within Iraq. It is likely, therefore, that ths Government 
of Iran is not anxious to see put into operation the agree- 
ment reached between the Ba’ath Regime and Iraq's Kurds on 
March 11, 1970. If fully implemented, that agreement 
would provide for an Important degree of Kurdish autonomy 
Within Iraq — and not only would Iraq's Kurds no longer 
provide the internal opposition to Iraq's government that 
they do now, but Kurdish autonomy in Iraq could stir up 
among some Iranian Kurds a similar desire for autonomy. 

.Iran has evolved a policy of aiding Mulla Mustafa Barzani 
— even though it was he who, with Soviet backing in 1945 
helped form the Majabad Republic. Iran, with Israeli 
assistance and perhaps guidance has helped supply and arm 
Barzani' s men, and has offered a haven in time of retreat 
-- the extent of assistance varying With Iran's relations 
with Iraq, Nasser, and other Arab radicals. The Iraqis 
on their side have encouraged their loyal Kurds — such as 
Jalal Talebani — to recruit men and stir-up trouble in 
Iran. Although the potential fpr trouble has required a 
relatively large Iranian Gendarmerie commitment in the 
Kurdish border regions, there is little likelihood the 
actual security problem in the Kurdish areas will become 
serious. 
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Bakhtiari 


Something between 300,000 - 500,000 Bakhtiari tribes- 
men speaking a Persian dialect and practicing Shia (slam, 
■till inhabit the mountainous area weal of Isfahan, most 
now engaged in farming but many still nomadic. Located 
where they could control the main road south from Tehran 
and within striking distance of the capital, the Bakhtiarim 
had significant political influence up through the early 
20th century. Bakhtiari armed support helped gain the 
Constitutionalists their victory over the Qajars, and 
many Bakhtiarls are still identified among the quiet 
Constitutionalist opposition. 

Although their military power was finally broken down by 
Reza Shah, wealthy Bakhtiari families have remained 
prominent to the present. Among prominent Bakhtiarls in 
recent times have been Bnpress Soraya (Esfandiari- 
Baahtiari), the Shah's second wife: and General Teimur 
Bakhtiar, fonner SAVAK Chief, later public enemy No. 1 
in exile until he was assassinated in Iraq in August 1970. 

qashgai? 

Composed of perhaps 200,000 Turkic speaking members, the 
Qashqai tribes Inhabit the areas around and to the west of 
Shiraz. They are traditionally at odds with the Bakhtiarls, 
yet like them, the Qashqal's political Importance today im 
largely historical and there is little chance they w ill 
ever emerge again as an important independent political 
force. In 1946 a Qashqai-lod rebellion forced the resig- 
nation from the government of three Tudeh Party members. 

In the early 50's Qasnqai tribal leaders supported Uossadegh 
and after his fall the tribes were brought to heel and the 
principal leaders exiled. As late as 1963 the killing of 
s land reform official in Fars province brought severe 
punitive measures against the Qashqal which appeared to 
write finis to any remaining spirit of tribal Independence. 
The GOI remains moderately concerned, however, over the 
suspected anti-regime activities of certain Qashqais now 
In exile in Europe. 

Arat& 

An estimated 400,000 Arab-speakers live mostly in the 
provinces of Khuzistan and Fars snd along the Persian Gulf. 
Hany differ from the Persian majority by their Sunni 
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religious adherence, as sell as their language, and have 
families and other ties with Iraq or the Arab countries 
on the south-side of the Gulf. This population has 
been for soae tine the target of Arab-expansionist 
propaganda, originally Nasser-inspired but sore recently 
froa Iraq. 

The extreneness of Iraqi propaganda against the Shah and 
the GO I — the lack of any Iraqi figure with Nasser's 
appeal and stature — the worsening reputation of the 
Ba'athists even among other Arabs -- and the severity of 
Iraq's treatment of Iranian Moslems (even though Shia) 
recently expelled from Iraq, all have worked in favor of 
Iran's efforts to counter separatist tendencies among its 
Arab population. This, plus the passage of time without 
serious Incidents, helps account for a gradual decline in 
Iranian concern about security problems from its Arab 
population. 

Otriei 1 'fmpoVt'ant Ethnic 1 drou'ps 

Closely related to the Bakhtiaris, the Lar tribes are 
almost as extensive and almost occupy adjoining territory 
to the west of the Bakhtiari area. They have been 
politically inactive for a long time. In the extreme 
south-east of Iran soae 500,000 Baluchis live in the 
relatively primitive and isolated province in Sistan and 
Baluchistan, employed primarily in livestock raising. 

The GOI has done little to assist in developing this region 
through reviving concern since the Indo-Pak war with 
foreign efforts to stimulate Baluchi nationalism could 
lead the GOI to pay more attention to this area. Around 
300,000 Turkomans , of Mongol origin and speaking a Turkic 
dialect, occupy areas of Gorgan and the northeast frontier 
area of Iran. 

Among the religious minorities, the Sunni Moslems amounting 
to about 10% of the population are most important. Although 
there is some strong feeling between the Sunni and Shia 
Moslem communities, religious strife is unusual as the 
Sunnis usually live in separate communities among ethnic 
groups such as the Kurds, Arabs, Baluchis and Turkomans. 
Other notable religious and ethnic minorities Include 
some 75,000 Jews, living mainly in Tehran and Isfahan, 
who have a long history in Iran but have stayed almost 
entirely out of political life; around 100,000 Christian 
Armenians, living in the northwest near former Armenia and 
in large cities (especially Tehran and Isfahan); and some 
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70,000 Assyrians, Nestorian Christians living for the 
■ost part around Lake Rezaiyeh In horthwest Iran. The 
Bahais, largely composed in Iran of converts from Judaism, 
have been supressed by the GOI — perhaps as a sop to the 
Ifullas who view Bahai ism as a Moslem heresy, and perhaps 
also because of alleged political activity by Bahais. 
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— ^THE SECRETARY OF STATE 
THE SECRETARY OF DEFENSE 

SUBJECT: Follo w-up on the President's Talk w ith 

the Shah ol’lFan - **" 


During the President's talks witli the Shah of Iran in Tehran on 
May 30-31, the President was forthcoming in response to the Shah's 
general request for continued US support in meeting Iran's heeds 
for military equipment. The President made the specific commit- 
ments described below which now require follow-up: 


Jcif 

RU) 

two 

Hit, 


1. The US is willing in principle to sell F-14 and F-15 
aircraft to Iran as soon as we are satisfied as to their 
operational effectiveness. 


2. The US is prepared to provide laser-guided bombs 
to Iran. 


3. The US will assign in Iran an increased number of 
uniformed military technicians from the US services in 
accordance with the so-called "blue -suiter" approach to 
work with the Iranian services. 

The Defense Department i* requested to prepare by June 30, in 
coordination with the’ State Department, a memorandum describing, 
the manner in which each of these programs can be carried out in 
a way that will be consistent with the President's commitment. 


Henry A. Kissinger 
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July 25, 1972, 


MEMORANDUM FOR: 


THE SECRETARY OF STATE 
THE SECRETARY OF DEFENSE 


'■-j 


-COPES' TO 

S 

D ‘ ^ 

H SUBJECT: Follow-up on the President's Talk with the 

C Shah of Iran 

BE*. (ACITCII) 

RUwianh' President has considered the memorandum of the Secretary 

of Defense of July 5, 1972, "Follow-up on the President's Talk with 


S/PC 

S/S 


s/s-e 

S/S-0 

BE 

l 

HP 


the Shah, of Iran, " and has approved the following course of action: 

1,’ F-14 and F-15 aircraft. Briefings should be offered 
as soon as passible to Iran by service team^on the capabilities 
of the aircraft and the training and logistics requirements 
associated with them. In order to allow sufficient grounds for 
comparison of the two aircraft, these initial briefings should be 
supplemented by appropriately spaced progress reports by 
service teams a3 each aircraft moves toward the operationally 
effective stage. The President has told the Shah that the US is 
willing in principle to sell these aircraft as, soon as we arc ’ 
satisfied as to their operational effectiveness. Within that 
context, decisions on purchases and their tuning should be left 
to the Government of Iran. 


2. Laser-guided bombs . Briefings should be offered to the 
Iranians as soon as possible by a US Air Force team. It is 
understood that weapons deliveries could commence seven months 
after the Iranians placets formal order. The President has told 
the Shah that the US ie prepared to provido this equipment to Iran. 


3. Uniformed technicians . Requirements should be obtained 
promptly from the Embassy and the MAAG in Tehran, and team 
compositions, terms of reference and costs should be worked out 
with the Govcrmncnt of Iran as quickly as possible. The President 
has informed the Shall that the US will assign in Iran an increased 
number of uniformed military technicians from the US services to 
work with the Iranian military service*. 
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The Department of Defense. In cooperation with the Department of Stato, 
should proceed to implement the above a> promptly a» possible. 

The President has also reiterated that, in general, decisions on the 
acquisition of military equipment should be left primarily to the govern- 
ment of Iran. U the Government of Iran has decided to buy cclt * in 
equipment, the purchase of US equipment should be «- oura 8 e d ta c tfuUy 
Where appropriate, and technical advice on the capabilities of the 
equipment in question should be provided. 


Henry A. Kissinger 
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The honorable 
L. Douglas Deck 
Minister-Counselor 
American Embassy 
Tehran, Iran 

Dear Doug i 

We now have what I consider a very satisfactory 
memorandum from Dr. Kissinger which gives 
everyone his marching orders as to what should 
be done in following up the President's talk 
with the Shah (copy enclosed) . On the basis 
of this we 3hall be getting out to you shortly 
some operational telegrams implementing 
Presidential decisions. Already in the mill 
is my response to your query about military 
personnel. Hopefully you will receive it before 
this letter, but the thrust cf it is to support 
fully the Ambassador ‘s comments to Hoveyda 
that we have no intention of getting into the 
online operational business but will be as 
responsive as possible to requests for training 
personnel. The next message will probably deal 
with briefing teams on the F-14 and F-1S which 
can probably be gotten together and eent out to 
Iran by October if desired » 

I believe that the last paragraph of the enclosed 
memorandum pretty much gives us carte blanche to 
whistle up any other kind of briefing team you 
all think desirable — so, please don't hesitate. 

Keep the flag flying. 

As ever, warmest regards. 


Sincerely, 


Enclosure: 

Cy. memo. fr. Dr. Kissinger 
dtd. 25July7 2 


Jack C. Miklos 
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«rMt feal^pf help and many facimii* for our espionage and intellinence 
•Work* I m VPguely watt that Iran iuis pennitteU us to do electronic 
•onltorlnq of neighboring countries an-j that titerc U a close working 
relationship between SR F and SAVAf'# Viis is not enough for mo to come 
to a conclusion about thr latent of V* ri r ,\ to li\m and the actual 
value of tho activities concerned. In the f.bscnc. n of rore information. 

*y natural and professional skepticism asserts itcelf. 

Hy perspective op the Issues discuss**, hi this letter is over a period 
of ten to fifteen years, since I would like to La in a se..io*. position 
in this Embassy at the end of that t »*n thus much concerned with 

the later results of our present uctlcns and perceptions. 

-TM* perspective loads re to try to understand the Shah's r*»l.od of 
govemMfit In order to make an inlvr.vJ does* as to what Is likely to 
btcamt of It and Mr. Them Is a concensus among nost Iranoluglsts 
that tha Shah In his early years tried to Uhave life a constitutional 
Monarch and to Implement the democratic ideals which he Is said to 
have acquired at le Rosey. Whether or not this is true { I must 
say that Le Rosey seems to mo a oast unlikely place for anyone to ac- 
quire democratic Idaas), It is clear that in tna early 50's, especially 
after the flossadcqh episode, the Shah determlnrd to rule as well as 
reign. It also seems clear that his choice of a system to carry out 
this rule was based on a traditionally pessimistic v 1 cv; of the Iranian 
character which the Shah nay havu been particularly ready to accept 
(this acceptance Is Implied In several places In Mission fo- 'tv Cuuntrv) 
because nf the readiness to char.rj sides ?t will iff' tie "Iranian pui.nlo* 
and their leaders during the llossaduah period. 

A standard statement in books about Iran regardless of when they were 
written — Janes tiorier and Sir Percy Sylxs in the 19th century, 

Morgan Shuster In the 19?C‘s and 30's, Human Jacobs in ths 1950's, 
and Harvin Zonls in the 19f0's — is that lioslen Iran's history of r*- 
peated national hunlllatlon and sub jugat ion. broken for a Innq tine 
Only by the Safaflris, have engrained in the Iranian personality certain 
very marked negative characteristics. Since l am going to dwell on 
thesg at great length here, I emphasize now that they In no way constitute 
the whole story about Iranians. Inside tha circles '.ft thin which Iranians 
f*el at ease, there is great loyalty and i.a:.it4i of f rich' is hip. In ad>ii-* 
tlim, Irani fits have the res thistle sensibility, reward for language and 
skillful use of Intelligence ami perception which are to he crpectcd in 
any peoplu with as rich and old a culturo and civilization as theirs. 
Furthermore, as I mention later, Iranians are well a ware of thc:o nega- 
tive cliarr.cter1stics an o their bad effect* and are now buniiminq ta try 
to nullify then. 
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Under ford'll! occupation (Arabs, flongols, Turks) or manipulation 
(Pettish, Russians) , Iranians preserved their sent* of nationhood 
throuqh their culture, particularly their language In poetry such as 
Ferdowsl's Slmhoaneh, and their self-respect In cloistered and concealed 
private lives behTrnl the high walls which are still tyoical of Iranian 
domestic architecture. The world outside was Justifiably seen as h:.s- 
tlle. furthermore, foreign domination always creates a sense of “every 
man for himself* among those dominated, and centuries of It has made 
this feeling a normal part of every Iranian's public or worklnq life. 

In this environment, mutual suspicion, distrust, rivalries, and an 
intense selfish individualism characterize t/ie working relationships of 
Iranians with one another. (Itarvin fonts* The Politica l El ite of Iran 
is a detailed documentation of tills). The psychological strain of 
living in such an at .osphere has traditionally been tempered by elaborate 
forms of courtesy which are used routinely in the working day, especially 
between subordinate and superior, and in the support provided by private 
life. This support comes from extremely close end-intimate relations 
between the members of « very extended family and with old friends. 

Iranians with such ties to one another may spend'most of the Fridays of 
their adult lives with one another. These arc the people whus each - 
Iranian sees as fully human — they can be trusted, confided In, relaxed 
with. The rest of the world must be treated cynically, exploited and manip- 
ulated to one's own advantage if possible, end submitted to with calcula- ~ 
tion when necessary. i 

Having himself accepted this view of his people's character, the Shah 
chose o <|ov«*rn1 ix« systen i«Mch uculrf makt use of these qua u ties. I 
Cfion't know whether the Shah in actuality consciously borrowed this system 
from the Acbaemeneids with which he so often identifies his regime, but 
the systen he chose'Tn fact very much resembles the method which Herodotus 
tells us tnat Cyrus and Darius used to control end govern their empires. 

The svstem is simple and crude, but complicated In use, rather es prlmi* 
tive languages ..re said by linnuiuts to have the' nos l complex gramars. 

Every important organ of governra nt is managed by a ftw men who must be 
kept in a state of intense r1v«)ry and distrust of one another. .All 
power cores from thr Shall, th.: power which Individuals may have must be 
subsidiary and derived friti h in. Therefore each rival seeks greater 
access to tins Slur than tne others. Those ccmpcting at the top apply 
the s u* rules tc centre- 1 their subordinatts , and so the systen and 
the af iofp.ier.i U cr cites is consistent to the very bottom of every 
organizatior in the government. 

This atmosniier- of intrigue and constant persoacl competition insures 
that no one will he- re-'.-n as acitor.o.ious by otliars and tliat no one will 
h-co-o I.,v - I nr' 1 f .".ire in his tvn right v> -attract personal followers. 

ful/iic u. <.u".i.. . 1 I'roM tit Sw.h only Ik: .«sjr ha acclaimed oy 

..... i- ^ - i - . i- 1 --r 0 - .jvld ^'WHt r .e , 'ar receive.! t run the Shah 
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Objectives and Setting 


Objectives 

Your main objectives in meeting with the Shah 
will be: 


— To explain to the Shah your Middle East 
peacemaking efforts and your plans on next steps so 
that he may see how important his aid for Egypt and 
Jordan is and so that he may understand the effort 
to split Syria and Iraq. 

— To brief the Shah on the current state of 
U.S. -Soviet relations in the Middle East and globally, 
reassuring him that you are still approaching detente 
warily. 

— - To confirm agreement on the Cabinet— level 
Joint Economic Commission with subordinate working 
groups, and to agree on an announcement, perhaps 
during your visit. 

— To reaffirm our intention to keep working 
as closely as possible with Iran in the fields of 
regional security and military cooperation. To 
exchange current views on the Shah's efforts to 
assist and cooperate with friendly regimes in the 
region and to relate his efforts to ours. 

— To convey our views on f he wor Id economic 
situation and especially to explain our concern on 
oil pricing, in the interest of the international 
economic stability on which Iran's own well-being 
depends . 

Each of these issues is dealt with in detail 
below with talking points. 
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Setting 

Iran is riding high, with dramatically increased 
oil revenues , good economic prospects, increased 
diplomatic options, and an ability to project power 
externally w.nich Iran has not had for centuries. The 
Shah is confident of his domestic political position, 
and believes ho V -.r seized the. initiative in* the 
Persian Gulf and OPEC. He is trying to show that 
Iran will use its oil revenues constructively by such 
initiatives as free primary education, ar.d an. expanded 
national health pregram in Iran, bilateral lending 
to some LDC's, loans to the IMP and IBRD, and a 
proposal for a new multilateral development fund. 

The Iranians have been the target of criticism for 
the leading role they played in the December 1373 
Oil price increase, and have not found much support 
for their development fund proposal. However, this 
has had little visible effect on Iranian confidence 
and ambition. 

Our relations with Iran continue to be very close. 
We have launched an intiative to expand our bilateral 
relations in the economic and technological area, with 
the objective of creating a framework and atmosphere 
for the discussion of such issues as oil and strategic 
interests jne Shan nas rcsponced positively, ex- 
pressing particular interest" in atomic power, and 
is anxious to get down to details. ASC Chairman Ray 
is to go to Iran at the time you are there to talk 
to GOI officials. Ke also night use this occasion 
to announce the formation of a bilateral commission 
on economic cooper.’ t '• an. On the military front, che 
channels fot coc-pc ration are long established and 
are functioning well, but we may need to deal with 
the Shah's interest in the production of missiles 
in Iran and an assurance that we will supply enough 
technicians to phase in his new U.S. equipment 
The only clouds on the U.S. -Iran horizon concern oil 
prices, on which the Iranians are taking a hard line^ 
and the Iranian development fund proposal, which we 
fear could divert, rundi that would otherwise go to 
existing international aid institutions. 

Department of State 
April 1974 
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ISSUES AND TALKING POINTS 
Arab-Israeli Situation 


Analysis/Background 

The Shah feels the U.S. should make every effort 
to bring about an early resolution of the Arab-Israeli 
situation. He is on record as opposing the Judaization 
of Jerusalem and supporting Israeli withdrawal from 
all occupied Arab territories and restoring the 
legitimate rights of the Palestinians. He will want 
a briefing on what we are doing now, and how we see 
the prospects for a settlement. 

Your Talking Points 

— Explain the status of Syria-Iarael disen- 
gagement negotiations and plans for return to the 
Geneva Conference. The importance of this agreement 
is that it would break Syria away from the radicals 
and buy time for further Egyptian-Israeli negotiations 
and perhaps some move on the Jordan-Israel front. 

— We are walking a narrow line with the USSR, 
involving the Soviets enough to keep them from being 
obstructionist while maintaining control over the 
substance of negotiations ourselves. We believe the 
Shah will understand this strategy. 

— President Sadat is engaged in a major shift 
in policy which can help reduce Soviet influence 
throughout the Middle East. The Israelis recognize this. 

— We greatly appreciate Iran's support for our 
efforts. 


Department of State 
April 1974 
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ISSUES AND TALKING POINTS 
U.S. -Soviet Relations 


Analysis/Background 

The Shah takes a close Interest in our detente 
with the USSR and the possibility that it might free 
Soviet resources for the Middle East. He also 
follows the progress of CSCE, MBFR, and SALT Nego- 
tiations, and is concerned that we may be lowering 
our guard and leaving our allies in a more vulnerable 
position. He feels the U.S. should accept nothing 
less than equivalence in MIRV’s. The Shah believes 
Soviet activity in the Middle East indicates a con- 
tinuing use of proxies such as Iraq and South Yemen 
to accomplish Soviet foreign policy goals and will 
be interested in our assessment of Soviet intentions 
in the Middle East. 

Your Talking Points 

— We will continue to be wary of Soviet in- 
tentions in our negotiations on detente and CSCE. 

We will not relax our guard. 

— It is too early to say what numbers and 
other arrangements will emerge from SALT and MBFR 
negotiations, which involve many complex technical 
questions. 

-- In the Middle East, the Soviets are trying 
very hard to maintain at least a semblance of in- 
volvement in Arab-Israeli peacemaking. Since they 
recognize their recent setback in that area, we want 
to look carefully at what can be done in other areas 
like the Gulf and South Arabia to blunt any new 
Soviet efforts there. Our objective since October 
has been to structure the diplomatic situation so 
as to reduce their influence. 
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Our enhanced naval presence in the Indian 

Ocean is intended to signal our continuing concern 
•bout Soviet activities and intentions in the region. 


Department of State 
April 1974 
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ISSUES AND TALKING POINTS 
Intensified Bilateral Cooperation 


Analys is/Background 

Ambassador Heins has discussed your proposals 
for intensified cooperation with the Shah in detail. 
The Shah has responded with enthusiasm. A numuer 
of details remain to be discussed and decisions taken. 

Your Talking Po.r.tu ; 

— We welcome the Shah's agreement on the 
formation of a Joint Economic Commission and his 
appointment of minister oi Economy Ar.sary as the 
Iranian co-chairman. Our co-chairman will be the 
Secretary of the Treasury, with the Secretary of 
Commerce as alter. . The cwg CG-e.iu , raiun should 
coordinate soon on the timing of the first Commission 
sleeting. What are the Shah's views? 

— If the Shah ujiees, the agreement on lorming 
the Joint Ecancm.re J -ssicn coald be aomroi 

during your visit. (A draft announcement is attached.) 

— We will be discussing with Mr. Ansary details 
of cooperation, including what working groups need 
to be formed to give substance to its various elements. 
Dur view is that we should be careful to select areas 
for concentration where special attention is needed 
and where it can produce progress, he want to avoid 
simple discussion groups. 

— The Chairman of the U.S. Atomic Energy 
Commission, accompanied by a number of experts, is 
prepared to come to Tenran in the very near future 
to discuss how we car. best cooperate in the nuclear 
field. Teams in other fields will follow as needs 
and terms of reference are defined. Specific topics 
which have already been discussed by the Shah and 
Ambassador Helms should be seen as starting points - 
not limits on the fields in which we are prepared to 
explore possibilities for cooperation. 
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— Several items of interest to the Shah, e.g., 
the manufacture of military missiles in Iran and the 
provision of larger numbers of U.S. military tech- 
nicians to advise the Iranian armed forces, pose 
serious technical and domestic political or legis- 
lative problems. However, we are prepared to discuss 
them in detail in technical channels and to do our 
best to meet his needs. 

We welcome the Shah‘s proposals on the form 
which intensified political and security discussions 
would take, i.e. , regular meetings in a bilateral 
context at the Foreign Minister and Chairman of Joint 
Chiefs of Staff level. 


Department of State 
April 1974 
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ISSUES AND TALKING POINTS 
Regional Security 


Analysis/Background 

The Shah remains concerned by the potential for 
instability - and Soviet exploitation of it - in 
neighboring countries. He is concerned about radical 
movements in the Persian Gulf; Iraqi hostility toward 
Iran; and separatist activity in Pakistan’s frontier 
provinces near his borders. He recognizes the need 
for, and has been seeking, improved relations and 
cooperation with the more moderate Arab governments, 
in order to help them prevent the kind of radical- 
itation that could threaten Iran’s Persian Gulf life- 
line to the outside world. Establishing this coop- 
eration is not easy because of longstanding Arab 
wariness toward Iran. However, the Shah recently 
has stepped up his military aid to Oman's efforts 
to suppress the South-Yeraen-supported Dhofar rebellion, 
and his government has agreed to provide economic 
assistance to Egypt. To the east, it has continued 
to cooperate with the Government cf Pakistan while 
at the same time improving its relations in recent 
months with India and Afghanistan. While making 
progress in improving cooperation with some Arab 
governments Iran has had great difficulty in getting 
anywhere with Saudi Arabia, and sees Iraq as a Soviet 
satellite that is unremittingly hostile toward Iran. 

The Shah is determined to do what he can to keep 
Baghdad off balance, and in this regard he continues 
to assist Barzani's Kurdish movement. 

Your Talking Points 


We continue to see eye-to-eye on regional 
security issues. The US continues to support strongly 
Iran's efforts to strengthen itself and to work 
cooperatively with its moderate Arab neighbors. 
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— Vv- arc (.li'csifl that Inn's stepp-d-up 
military efforts in Oman seem to be going we 11, and 
we applaud its recent moves to start a program of 
economic assistance in Egypt. This should reinforce 
our own economic and diplomatic activity in Egypt, 
which is designed to maintain the momentum of 
President Sadat's recent shift away from Soviet 
influence. 

— We hope the Shah will not be discouraged in 
his efforts to increase Saudi-Iranian cooperation. 

We know this is not easy to accomplish, but a col- 
laborative Iranian-Suudi Relationship is essential 
to future stability and progress in the Gulf. 

— We hope it will be possible for Iran to do 
even more for Jordan, which has a central role in 
our Middle East, strategy, and for smaller countries 
like North Yemen and some of the sheikhdoms . 

— There have been reports that Iraq is inter- 
ested in strengthening its ties with Western countries. 
We would be interested in the Shah's view on this and 
what implications it might have for how we should deal 
with Iraq. You may also want to elicit his views on 
the Kurdish situation. 

— We appreciate Iran's efforts to provide 
Pakistan with modest military help. This contributes 
to regional stability by ennancing Pakistan's sense 
of security and self-confidence. A moderate amount 
of assistance is not likely to give India legitimate 
cause for concern, and in any case India has strong 
economic reasons for staying friendly toward Iran. 

We were pleased to learn that the Shah responded 
favorably to our proposal that Iran undertake and 
finance a tank upgrading program for Pakistan. 

— The Afghan regime seems to have been rela- 
tively quiet in recent months on the Pushtunistan 
issue, but we recognize that the Soviet influence 
there remains great and that the potential for trouble 
remains. W a would be concerned by any Afghan 
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adventurism on this issue, though we do not see 
this as likely in the near future. We welcome 
Iran's efforts to improve its relations with 
Afghanistan. 


Department of State 
April 1974 
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ISSUES AND TALKING POINTS 
Military Cooperation 


Analysis/Sackground 

Our military cooperation with Iran has expanded 
considerably since President Nixon’s visit in May 
1972. In addition to large sales of military equip- 
ment and the continuation of our military advisory 
mission, we have provided over 500 military tech- 
nicians on a reimbursable basis to help Iran phase 
in its new U.S. equipment. We believe that our 
present bilateral channels of military cooperation 
are working well, and that no new mechanisms are 
needed. Basically, the Iranians are satisfied with 
our military cooperation, but the Shah may seek re- 
assurance that we will continue to support his arms 
acquisitions with U.S. military technicians. He may 
express interest in manufacturing small missiles in 
Iran. 

• 

Your Talking Points 

— We will do everything we can to support Iran' 
U.S. military acquisitions with technical expertise. 
We will advise His Majesty if and when difficulties 
should arise in expanding the size of our Technical 
Advisory Field Teams in Iran. 

— Because of the complexity of the missile 
question, we would prefer that it con-inue to be 
discussed through bilateral military channels. 


Department of State 
April 1974 
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ISSUES AND TALKING POINTS 
International Economic Issues 


Analysis/Dackg round 

The Iranians, who played a leading role in the 
December 1973 oil price increase, have since taken 
a number of steps to justify their position and 
mitigate its effects on LDC's. They have put forward 
a revisionist view of the world economy, claiming 
that the disproportionate prosperity of the West 
was made possible by cheap oil, and that raw materials 
exporters deserve higher prices for their products, 
Iran has announced that it will lend $700 million 
to the IMF and $200 million annually to the IBRD to 
help cushion the effects of higher oil prices on the 
LDCs, and has also proposed a new international 
development fund to aid LDC's. 

The Shah continues to believe strongly that 
oil prices must stay up. Internally, the GOI ha3 
greatly expanded its economic development plan, 
and announced free primary education and ».r. expanded 
national health program. A Foreign Ministry spokes- 
man criticized that part of your April 15 UNGA speech 
which suggested that OPEC countries were to blame for 
high oil prices (the Iranians blame high prices to 
the consumer on taxes and oil company profits) . 
However, the Shah took a positive interest in your 
remarks on fertilizers, since he believes that oil 
should be used more for petrochemicals and less for 
fuel. Iran can not expand its oil production much 
further. 

Your Talking Points 

— Our interdependent world economy is delicately 
balanced, and sudden demands from any source are 
unsettling. We hope that oil producing states will 
observe moderation in their pricing policies, and 
will not push their demands at the expense of others. 
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-- We are pleased that Iran has accepted the 
responsibility of assisting LDC's affected by 
increased oil prices. However, we continue to 
believe that the most effective assistance would be 
a moderation of present prices. 

“ ~ Iran's proposal for a new development fund 
is constructive, and we hope that oil-producing 
countries will develop a means tor recycling oil 
revenues to LDC's which is systematic and objective. 
We also hope that the oil producers will increase 
their support for such established institutions as 
the IBRD and IMF. Our own ability to contribute to 
a new fund is restrained by our commitments to 
existing institutions and by congressional authori- 
sations . 


Department of State 
April 1974 
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Tehran, Iran 


July 10, 1074 


OONFI DHNTIAL 

MEMORANDUM TO: AMBASSADOR CLAUDE C. ROSS 

FROM: AMBASSADOR HELMS 

SUBJECT: Post Memorandum for Inspectors 


Iran-US relations are excellent. We enjoy a preeminent 
position In Iran and play a significant role In Its 
foreign policy calculations. We have virtually parallel 
views on all Issues of regional or International signifi- 
cance, a single exception concerns the supply and price 
of oil. 

Our purpose Is to Insure that this position Is maintained 
and enhanced. In pursuing this objective we seek a fair 
share of Iran's dynaalc foreign trade, participation In 
Its ambitious economic development plans, and continued 
access to sites for lrreplacoable Intelligence and 
communications activities. We also seek to ensure that 
Iran continues to play a responsible and constructive 
role In regional affairs. 

Pursuit of these goals requires substantial staff. 

Tehran Is now the largest diplomatic mission in NEA. In 
addition to the traditional diplomatic mission structure, 
we have a major military presence In the form of our 
HAAG, GENUISll and Technical Assistance Field Teams (TAFT). 
We also have a Peace Corps (195 volunteers), a large and 
active Iran-Amerlcan Society, representatives from the 
Department of Agriculture, the Drug Enforcement Agency, 
Imminent establishment of a regional Internal Revenue 
Service Office, and some 20 separate units associated 
primarily with our military and intelligence activities 
In Iran. 

In organizational terms, we have no Important problem. 

The authority and responsibility of the Ambassador for 
all official US activity In Iran are understood end 
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recognized. Subordinate Military units operate under the 
coordinating authorities of the HAAG Chief who la the 
senior Military representative In Iran. Ue reports to 
and takes policy guidance Iron the Anbassador as do all 
other agency representatives. Vertical and horizontal 
coanunlcatlons are Maintained by dally Meetings of 
section chiefs with the Anbassador , weekly meetings of 
the country teas, and ad hoc Meetings of all other US 
agencies and represen taflves In country. 

Although there is no Major Issue of significance other 
than oil which nay be disruptive In our relations with 
Iran or the continued pursuit of our objectives, there 
are several questions worth Mentioning. They are dis- 
cussed below. 

1. POLICY FORMULATION 

As noted, the Most potentially disruptive lssus in US- 
Iran relations relates to our differing perceptions and 
attitudes toward the supply and price of oil. Follow- 
ing OPEC's dramatic decision In December 1973 to quad- 
ruple the price of oil overnight, this Embassy has 
consistently and repeatedly urged that the USG enter 
into a dialogue with producer countries In which our 
position is set out rationally, objectively, and In 
full recognition of their own legitimate concerns and 
Interests. We regret that this exchange has not yet 
occurred, nor have we been provided with an adequate 
rationale for pressing the case in discussions with 
the GDI. 

In recognition of Iran's enhanced inportance we have 
launched new Initiatives to broaden and deepen our rela- 
tions, primarily through Increased trade, lnvestaent, 
and technological and scientific exchange. It was 
Intended that this occur under the aegis of a newly 
formed Joint Economic Commission. Results to date have 
been somewhat uneven because there has not been full 
follow-through on all of our Initial proposals. In 
raising this natter we simply want to note that it remains 
one of continuing Interest and concern. We are not In- 
different to the problems Washington has in coordinating 
and Implementing such a major new effort nor to the 
progress that has been achieved In certain areas such as 
nuclear energy. 
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2. EXECUTIVE/ MANAGEMENT 

By and large we feel the Mission la well staffed with 
qualified personnel In place or an route. A continuing 
problea, however, la the tlaely aaslgnaent of personnel 
to ensure that there la appropriate overlap between aa 
Incumbent and hla replacement. This la particularly 
critical in arena of key substantive and operational 
responsibility where many Invaluable contacts and Insights 
hf* irretrievably lost in the absence of adequate over* 
lap. We would urge a sore rational and orderly progras 
of personnel assignment and transfer. 

Another area of management concern relates to our budget 
and budget-making process. In the recent past we have 
had sharp and unexpected Increases In our cost of 
operation, In the local cost-of-llvlng. In local wage 
scales and In the cost of housing. We have also had to 
shift our personnel virtually overnight to provide for 
new unforeseen requirements. Our present budget and 
financial system provides for little or no latitude la 
solving these problems In a timely, effective or efficient 
manner. We often find ourselves In something of a "Catch- 
22" situation In which we are told funds are not available 
because they have not been budgeted. On the other hand, 
we are told that requests for additional funds should 
not be Included in our budget because we have not pro- 
vided supporting documentation. It Is frequently Impos- 
sible to satisfy both requirements simultaneously. 

3. POLITICAL FUNCTIONS 

Tbs Government here Is highly structured and authoritarian. 
All major decisions are made at the top. The Monarch 
rules as well as reigns. Political activity In the 
Western sense Is nascent and carefully circumscribed. 

Thus in this restrictive, and not very well Informed 
society, political contact and the exercise of Influence 
is frequently confined to the most senior levels. 

Uninhibited dissldence and criticism Is neither tolerated 
nor encouraged. Foreign contact with dissidents or ldentl- 
ncatloo with their point of view is not only discouraged 
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but It pursued vigorously could probably result In one s 
being PHG'ed. Accordingly, polltlcsl reporting officers 
sust exercise great care and prudence In developing 
contacts and lnfornatlon of Interest and value to us. 

Because relationships In Iran are highly personalised, 
successful political officers oust have especially well 
developed talents of espathy, personality, and Judgment. 

In the recent pant political reporting froe 

has suffered not only because of the Inherent difficulties 

of the envlronsent but also from staffing deficiencies. 

In large Manure this latter shortcoming has been rectified, 
and we now look forward to considerable Improvement la the 
quality and quantity of our political reporting. 

4. INVKSTUKHT NATTERS 

There are no problems of significance In this area. 

5. TBAPK PHOMOTIOM 

Tehran Is the testing ground for new approaches to trade 
promotion through the Implementation of a Country 0o«r- 
dal Progrma and tha operation of a Trade Center. Both 
are relatively new and we are still In the process of 
evaluating their effectiveness in furthering our trade 
Objectives. Given the tremendous Increase In Iran s 
Import demand and ability to pay, it Is difficult to 
establish an objective cost-benefit analysts of our trade 
promotion efforts. In terms of activity, however, there 
is no question that all employees engaged in this work 
are fully occupied servicing an ever-rising volume of 
visitors and inquiries locally and from the United States. 

Ve are not entirely satisfied that our present facilities 
irt aithar ad aqua ta or approprlata in providing all of 
the services we believe desirable. Specifically, ve 
require additional office space for an enlarged economic/ 
commercial staff and we feel strongly that our Trade 
Center and commercial office activity ought *«*" *“!**•* n 
In one building. This view has been conveyed to Washington 
but no satisfactory response has been received. 
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6. ENTRY OF ALIENS TO THE UNITED 3TATE3 

Our Consul baa prepared a aeaorandua wblch diaeusaaa In 
aoaa data 11 the problaas aa face la our consular aetlv- 
ltlas. Ha la prepared to dlscuaa thaaa fully with you. 

Our coaaant here will ba restricted to noting that ona 
of our probleaa relates to tha ever-rising voluaa of non— 
Immigrant applicants, tha dlffieultlaa la establishing 
tha bona tides of these applicants and tha physical 
problaas of dealing with such large auabers, particularly 
In the high student-visa season. Vs have taken a nuaber 
of reaedlal steps but there reaaln procedural and physical 
problaas requiring Washington's attention sad decision. 

7. INTERNAL INTELLIGENCE 

By and large we are well staffed la this sms. Intelli- 
gence reporting Is reviewed for consistency and quality 
at Counselor or sore sealor levels, as appropriate. 

One area of continuing concern relates to lnfomtlos 
about the political orientation and activities of tha 
Iranian Military • Although v« hava naaalira contact 
with Iran's arned forces through our HAAG and Technical 
Asalstance Field Teaaa (TAFT), we have yet to obtain tha 
quantity or quality of lnforaatloa we think <taelrable. 

We are atteaptlng to rectify this through a sore systematic 
end-of-tour debriefing program of selected HAAG and TAFT 
officers. 

*• POST ADMINISTRATION 

Under this general beading X would like to draw your 
attention to two questions which are Interrelated with 
the probleaa of budget and fiscal manage sent noted 
under another heading. The first concerns staff aorale. 
This Is not only a large Mission but It Is In a large 
and somewhat lapersonal metropolitan city. For all of 
Its size, however, It Is still deflclsnt la certain 
areas. Housing, transportation, and services are per- 
haps the aost significant. We have atteapted to ease 
these probleaa within our financial and personnel means. 
Nevertheless, there are shortfalls. This Is particularly 
true with respect to housing. Cost and availability 
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THE CONDUCT OF RELATIONS WITH IRAN 


OVERVIEW 

Geoaraphv and oil make Iran important to US interests. 

economic ®“*"9th and £ 9 with the US to evolve toward 

«uauty Though^this has brought an independence of view that 
:L for differences, US and Iranian geopolitical 

interests and positions on e neraUy 9 pi«lle! ^Th^US enjoys a 
international ^ su f.f®|® ne “^^ h ^“is ciose and mutually 
KSSKS cooperation - S'/ & pectrum of political, 
economic, military and cultural matters. 

With the notable exception of our divergent views on °il 

-it 

»a .< “ l J»i‘gh , «"Ss Ir rS.w”.h?P .1,6 

. srrss^.’iS^s^^'srhuS ■-£»;. 

.. g Another is the possible effects of the impingement o. 

buiia.p or I.f to, i»b»l.n« 

££X”.“S ;S 3 IS K’K.n Coli b«WJko S «i. d.v.wp.pn' 

£ “r* 1 - 

suss's-^^s ss.* 

gyfSKisJ - : - s£rsr=-2a-* 

Iran is complicating our effor s ^ . in the very scope 

W aid h co: 9 p d lexityVf h our SionshlpTith Xra^an^th^resultant 

happen ing^and W that e we U under stand lit implications for U.S. 
interests. 

.pp..^. 1 ^^^ 

multifaceted involvement with Iran. 
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Thf? L'i. lu.'it ,-y Directors'': 
together .-l ively • „ 1 1.. 

with ijc./i. '.hey .ire sta.ii. 
b u.i 1 i t y tJ f the leadership 
are > i y we’ 1 utii.z: 

o;:er..t !i ij, ili;i . 

un below the surface of its 
groups, like the Military an. 
xa recc-ivir...: rpocial at tent 
manage i :: throughout the :it.t 


and the Uh Lmbasey are work i rid 
f.Juct i.r oar over..ii ret..- • 
with capable people auu the 
; !uc;h. Resources in the t it Id 
■ ■•/ senior m«ij.ager.c-nt . A : ;.ju)t 
how to JhCt r Lcl l» r J what 1 !j <•<■ - 

closed society arid among sensitive 
the opponents of the regime — 
on trom the Ambassador and ^-r:u 
ion. 


rd th f 6 J T ;jrOVed ^rientution programs for these emn^Lcs 

an.! their^ fatal res, preferably before they leave the United 

focu°* ? «^ion^r t he’S:s. : ^'con^actoL L Lv^v^ f0!tS 

, ' ,LQ °“ thlv ‘ potentially serious problem as well as to 

t- -nr «hich the Department ‘ s resources might be used 
to assist in trie orientation process. 

shifti" tf 1 * “ • Government resources in Iran and 

the construct . on of additional Chancery office spacC and a 

°" Che ?*4; -^ound P ? C relo n c a at a ing 
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*V » USi J and the Peace Corps, 
oe road*? mere responsive to U.S. 


cost lo U.S. taxpayers. 
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‘ ci.ij-j r 


ir-*ncj3 and coriclusions discussed 
. -i t_*ci a nu.t*' l t c: r«. - . : . :. t 

ur posts in Ir^n in tne report whicn 


foil,/'. . .. r u , 7 - 1 *' report wnic 

importance: * h At dttent i° n here as being of major 


under 1 7 , T ^! i r,8truc ? . its Interdepartmental Group to 
. ‘ • * an ^ e policy study with respect to our 

1 - - - ; Iran. 

ii- in -7 {'‘.“hi'f* c ' ; ‘ t>lort : thtf question of ensuring adequate 
in iv' ,"' 1 / q an ‘; coordination of U.S. involvenent 
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u That the Iran Country Directorate study the 
question of ensuring t.nat American employees of prtvata 
; ! nvraetors in Iran and their families receive adequate 
... -iy orientation on tho problems ot living in Iran.. 

'•I! r j.tr- Directorate should seek to devise arrangements 
alerting company executives to the desirability of such 
v ' orientation program and 'or providing to tho extent 
i isaib'e appropriate Departmental advice and assistance. 

! ),t n‘nae P to Leicra might be the possibility of using FBI 
resources, perhaps on a reimbursable basis. 

r That NEA urge USIA to undertake a reappraisal of tho 
lms program in Iran 'with a view to determining whether its 
resources are being utilized to the best effect and, if not, 
what changes could usefully be made. 

u That NEA urge the Peace fc^ipp to undertake tal a 
review and ro’cmrai sal of its programs m Iran with a view to 

a . od 

^•tirtain wlmKr, in the light of the con > vastly incma.od 
fir.-cicial resources and Its support, arrangements lor ON 
volunteers, ar. approach should oo mode to the tOI w the 

question cf eubetantially increasing its contribution to the 
programs 

, In addition, the lolloping pccommanoat ions carry resource 
implications » t 

0. That A/PF support fBO's PV 1976 budget request for 
fnds for the construction in Tehran ct %vo annexes to 
the Embassy Chancery. 

H. That PBO step up its exploration with the ^P« tmont . 
of Commerce and the Congress of a funding formula which 
viuld permit construction of a Commercial Trade Center 
T'lvilion on the Embassy compound in fY 1370. 

J. That M/FRM, PER, and NBA approveths *"*>••"* 
request for a Market Research Officer position * nd a DO 
funded personnel officer position. 

j That M/FRK, PEP, and NEA provide, in addition, 
two of ficer - positions , o^e for Isfahan and one tor Shares . 
as soon as possible after the 'opening of those poata. 
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Guides to Exi sti ng P o licy Toward Iran 

Country Directorate drafted a PARA Review, classif led 'secret . 
wnicfi contained a proposed comprehensive statement of US 
interests objectives, policy issues and alternatives, and 
recommended policies. This PARA was informally endorsed at 
the Bureau level but was never put through the approval 
process and hence has received no official sanction. 

m . 0n ^e specific issue of arms policy the Country Directorate 
made available to the inspection team two NSC memoranda 
entitled “Follow-up on the President's Talks with ths Shah 

?i. Ir * n V nd datBd JunB 15< X912 < * nd Jul v 2 *» 1912 , respectively. 
Addressed to the Secretaries of State and Defense, they approved 
•oiling of arms and equipment to Iran and the provision of 
relstsd military tschnicel assistance. 

US Interests . 

lr«n'« strategic location, relative strength among 

natural resouroes and burgeoning domestic 
msrkst. make it an area of vital importance to the United 
states r.ow and for the fot beuable future, we need a stable, 
secure, independent end friendly Iran that ia both able end 
willing to play a responsible and constructive role In the 
region , particularly in the Persian Culfp We need continuin* 
trc ^ r hish- Iranian air corridor between Europe 
ana the Orient for our military and commercial aircraft and 
t. -teas to Iranian poits for our naval and merchant ships. 

need continued ufct: of Iranian territory for special * 

military ar.d : ntull t gence facilitiio which, bscause of 
geographic consi Jei ationa . to bay nothing of political 
effect 1 11 ' * • CC,U4 '’ r '° l **• •••located elsewhere to equal ' 

UF economic nterests are major. Pueled by dramatically 1 '* 
increased oil m s, the market in Iran for US goods and _ •’ 
services is jupiUiy iding. In the last two years ■drs*'£V 

■ u 1 • 5 / i . 1 . n 


erviCBB is lufidiy ...iding. In the last two yeere 

' ■ n - -'ts have been signed. Similarly, 

j . . -:s pi ivutc investment which is 

.' '•"’ •’ 'v'' 1 • i ion and which has prospects of 

. .sing rapidly > several billion dollars. Iran is a principal' 
..r.irc» oi til and rat-.r-il gas for the European OECD countries 
an< ..spar, . >r.ri an .ncrtii ingiy important one for us. We neve 
* st * nr.. ..terest in reliable access to Iranian oil and 
minerals at fair prices for our friends and ourselves. 

t (i./vats in Iran have expanded and prospered in 
iv... i * r ‘ Pui t because of the Shah's perception ot the 
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usefulness of the United States to his country. In the 
event of the Shah's death or removal, a successor regime y 
necessarily see things in the same way. Moreover, the 
[. .sCneJ ol US-Iranian delations could become an exploitable 
issue for radical, anti-regime elements. The US has, 
therefore, e fundamental interest in /mendli to 

anfnont^Trio a^inst 0. Kpr the ■ 

s :‘Sia.r«iU5S‘^3-ra*£S 

the Iranian people. 

US Object ives 

The US Objectives that flow from these interests might , 
fce focrculatetl aa follow*; 

■ - Contribute to and strengthen Iran's ability and willingness 

to play a responsible stabilizing role in international 
affairs, particularly m the Persian Gulf, 

Ensure close and cooperative bilateral relations “ith >. 
continuing friendly access to decision makers who can affec 
us interests. ' .1 

Retain unimpeded access to the Turkish-lranian sir 
corridor an<l to Irafiian ports. 

Ensure maintenance and unimpeded use of our 
military and intelligence facilities on Iranian territory. 

Ensure access to ths Iranian market for US good a and 
services and maintenance Of * hospitable climate for US 
private investments. 

Ensure reliable access to Iranian oil and minerals at 
. tolerable prices for ourselves and other OECD members. 

Encourage Iran to recycle its expanded oil revenues in 

s? s swas srgszs zxxzl*- 

including the US., .. 

Contribute to long run domestic political stability in 
Iran and to thegrowth of a favorable attitude toward the US 
among the Iranian people. 

Ths environment In Iran ia in the main * .^orable one , 
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“worlil piiWM" .? taints that fi. turns. In r, n f iVi fiah's 
mnn.' grandiose aspirations, : us essential 9 y,l is , tf . 
modern . ,.od society, industrially and mllitarl'y t-.r. t 
importantly, it is dear tha: the- Shah lr-,k3 to tr.e Ub i., 
play a key role in helping I . an rnr*ve toward t*iis goal, 
particularly in the military field, 

Because of the above, wi. r.av*. been largely ai:c:’css r ' i 
satisfying most of our polio, objectives. Iran has bncttv; i:< 
increasing yy strong, self-reliant dynamic state that j a ft 
to the United States and in most respects helpful to on 
interests. Witn its new strength has cent, an indenc r, ’t n -r , •' 
view that may give rise to some differences, bat our cifucHti 
interests are generally parallel an are -.or views or jl- • 
of rsj.ural -r international r igiiifiowycc . t'b-ii- i an rcuti iv 
are excellent, and we enjoy a preeminent position in ii gi! 

concerr 6 t ^ OIlS ^ il> ** n0t * * W3wevet ' Without policy problems end 
Policy Pr obl ems an d Concerns 

The only significant difference on policy mat tt n b -‘ ..oc- 
t te United States and Iran arises from our respect!.. . vii . 
toward oil p r tees and supply. The Uhah and his tV.vernmuntV 
though mod. nto by OPIXT standards in th- d: r.eusa .or.u f 
*•'" ?wc«. .I k* pi ic« ,i..\ust r.nd aware of in; a,,... p'.iy 

remain c- ■ -«i to existing price 1 velr. Our differ cno-y 
over oil i . t! not yet had much impact on other sectors of on-- 
bi J.iteraJ relations*. Howovo.r delay, in i e^tii vir»g the' 
increases die Cuiiwn, within the Executive anef. mi the 
us congress, some of whose members have begun to volco'" 
oiscatisf action over the lacl. of progress in |K.rs 1 ..uUh« nil ' 
procucinq imt Arcs including Iran to leper p» ,ccs. Korurt/cr 
Iranian criticism of baud! Arabia’s position on this issue 
complicates our efforts to encourage Saudi Arabia to fuUow 
constructive mi policies. • - 

* Msic long-range prohjnai affecting on Iranian policy 
is the dependency , a..ready arluded to, of our close relation- 
ship with liar, on the attitudes and perceptions of one lucn - 
the Shah. The realities of the Iranian political nystdl* are 
suen that in the final analysis the only views that count " 
are those of the shah, who makes all the importer V decisions, 
and our policy In necessarily geared to this ph‘.n > iu non. In 
a closed society like Iron, little is known of wl t- i.hi: Sl ' 

populace is thinking, and thorn is no way of predicting what 
consequences the Shah's death or removal would have for Iran’s 
stability, external behavior or attitude toward' the U.S. 
Fortunately, our close relationship with Iran tuts existed for 
more thdn two decades, and a generation or more of Iranians 
have grown up accustomed to dealing with us and to dopenouig 
on us. There is reason to hope that some of our relationship ha. 
became institutionalized to the point where it tran&cgpda 
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th«: Never'!., - « b, ../W-'Ctcd that 

f““ Tl '"' , J’ lK v ;,r,pcci . .!. . and managers 

o? OG Vo Hey toward I r an ar L confronted ■ an element of 

?««Smy “nd un*,t..lnty that rust be taken rntc ^.v,.-t in 

the i r Calc illation. . 

Certain assets of our eolations with Iran irpinqe on 
uq ., 0 1 c <,. s tow id Other areas, raising conn rns m. th rr 
xv sible long rr.t.qe effects. For example, U3 military Sales 
and technical adv’sors have been ^ 

from tne sianapw- * w wi. uvuM^cg bAlwe^r Tr;jn and 

in the rase of Saudi Arabia there is. increasingly the rr.K 
of a reaction that could jeopardize our good relat^^.. • 
that country as well as make <r.tpo..sibl - •• b sis jr 

cooperation that .wo seek to c, fnaratjt a- ^ c<18ts 

tenlion^and^utnal intcrforenco 

itorc^hf avj ly^on the OSSR for countervailiing supper t^tnus^ 

setting the stage for an ar ms race in h w '.** a ' raq arc bcinq 

complicated by om* wt 1 i eary supply arrangements with Iran 
which i»q inevitably looks at n the context recent 

border incidents and Iran's assistance to tno sum 

tt^SSSSsSi&S^Sv 

of ^a 1 1^ the i r*"l ikr ly^consoquencest^ i nc led l no the effects on 
of all their iw-ij ouno~w .. jjonumds or, US 

Iran's internal progress and * be Y : f fects on US policy 

material and human resources# military field alono we 

si 

SSSS £ 5Si«S=B^sHsfelS ,or * 

Wi Dertisc V °Hic° in teres t^en compasses not only major weapons 
systems bit also sophisticatsd^intsUigenco, ^radar , ^and^ ^ 
command and control systems. military items, including 

having Iran manufi ““^deJeJop greater 1 Up-U faculties for 
certain missiles, e n “ aev ~*“|" y * the Shah's requests 

its existing defense inventory. L ne of Itan'n development 

may be overly ambitious at this stage Ot Iran n * ^ 

c«efil Uandlin^to* avold U tholr becoming irritants 
in our relations. 86 
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=U 

«ase the integration of thi* new mater 111 h^UC ' ,, e< P* rt, * i ‘’ v 
armed forces. targe numbers "? » ® teriai lnto ttm Iranian 
contractor personnel will . i ^ mciri can civilian ci;t>'nse 
the new equipment ™nd flciUtteS ln the -» 

1500 .uch^ci^lian e„pioywi“orti^ e [! ? r * ^<.ut 

*• expected to climb i 0 l, high at h 000 /ni',,S nd *£• n ““**r 
many as JO, 000 dependent” bi 197i riff • P ? t>erh4Da *“ 

• multitude of problem* in cultural’ la 9 L P r ‘>»l"’ -t of 
community relationa. cultural adjustment and inter- 

aeaociation with Ira^i^variou^intall ^ r “ 1Vt ’ 4n intiln * t *» 
arrangements. Private American *9“nca and security 

joint venture, with Irania^ c”p^r e P rin*n"ero”* L1Uh,n9 
and industr i.i l enterprise. Recarti! t ,,u - T ' er oua commercial 
enriched uranium for two nuclear Ayreed <-t provide 

Shah get a nuclear power inSuItrv*^ re4ctor, ‘ to help the 
of American techncl ^cnl d 0ther ‘r.Mfnr. 

likely to follow be?ow long? lndustr;al •»*«• to I, on ore 

The problem* and concerns inh*r».«* * 

Irjn F , lt n p the m! ,, d lot * er rdfi c Ur pollc V toward 

and t ... unite the component elll*?!*. * Chj ‘ USB to mc ' nlt '-’- 

mult , ted ond r:losn P r ,-iation?h? * 5 ° Ur ‘ !Xt ra f -'Cinai i ly 
ramifications and their iiplic^ f, W !‘ h ( lp< * r ' Tn.ur 
in Iran and elsewhere muster* -ni'? , LS Jr ‘ lrr “ 8t * ijC ' ‘ h 

a position to make sound poUcv and 2* ta ‘ M * « *• 

In addition there is a n ,L , ^ 4nd °P*raticr#l decision*. 

policies towards > r an to i rovide"^^?' ° f Ui ’ *« 

for making policy decisions Two c''*** ary *** rfc * * r * 1 w * 
set forth in Section ij M ’ ol th * Ptihcipel rfccoiur.end.it inni 
concerns. 1 ' **S*a?2*2* »r* related these 

Ko sourc e a 

Iran ^T.'t” att^" ° b ’ ectiv “ 1 

are not entirely adequate Some of tk ?‘‘ h f ** * p P e,ldl * t 
upward ad i, (fitment if tS.y ,rf^o tl 5ST, UweU reyuir * 

Policy needs. ^ • to be fully responsive to 

-s--« - 

Ss^si'sstis :;r;K ‘ 

addition, funding i. STiE.r’" 9 ° th * r '- In 

Commercial pavilion within n,. rV"* construction of a. 

pavmon within the Embassy compound to bring 
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together in on# location tha commercial office activitiaa 
and tha Trad* Cantar. (See inspectors' memoranda on Economic/ 
Comm ercial Affairs and on B uilding* and Grounda_ .) 

Tha growing US involvement with Iran over a broad 
apectrum of activitie* ia resulting in a large influx of 
Americans in a number of provincial localities where tha 
Shah ia expanding defense facilities and emphasizing industrial 
developsient. To give proper service and protection to these 
scattered American communities and to meet growing commercial 
and reporting responsibilities in these areas the decision 
has bean taken to reopen a Consulate at Isfahan and to move 
the existinq Consulate at Khorramshahr to Shiraz. Because 
of budgetary limitations, present plans call for initial 
staffing of the two posts to be accomplished by transferring 
one Khorramahahr officer position to Isfahan and two to 
Shiraz. While thia arrangement 'will serve to gat the new 
posts in operation, it v . not be adequate to handle the 
foreseeable workloads for Isfahan and Shiraz. Provision 
should be made to provide two additional officers, one for 
each post, as quickly aa possible. (See Xnapector a Memorandum 
on Personnel ) . 

An important U8 objective in Iran is to enlarge tha US 
share of the Iranian market. The Embassy'* abUity to 
pursue thia objective would So significantly strengthened by 
tha assignment of a Market Ktcearch Officer to the Economic/ 
Commercial Section. (See inspector's Memoranda on Economic/ 
commercial Affairs and on Personnel .) 

Tha consulate at Tabriz, the value of which was covered 
in tha last inspection Report in 1972, represents a resource 
which rake 3 an essential contribution and the continuation 
of which is fully justified. Moreover it should be carefully 
staffed with a view to ensuring that its potential is fully 
realized. (See Inspector' a Memorandum on Contlnuatlon_of_ 
Consulate at Tabrl t.) 

Review of other US activities in Iran reveals a question 
as to whether existing U8IS end Peace Corps program* in Iran 
are making the beat ua* of the resource* th* l r disposal. - 
This ia the subject of recommendation* sat forth in Section 
II on Management. 
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II. I '.irn jL'«on> 

(Recoramindationa 1-6) 


P olicy Formulation 

Tha multiplication of US-Iranian tie* In tha military, 
intelligence, commercial and Cultural fields over the past 
several years has been accompanied by an almost continuous 
process of policy examination. The Embassy and the Country 
Oiractorate under tha leadership of tha Assistant Secretary 
for NEA participate actively in this process. They are 
sensitive to our policy needs in Iran and appreciate the < 
importance of maintaining a close adjustment of resources 
to policy, in addition to the Embassy and the Country 
Directorate, S/P.PM,EB and SCI in the Department of State and 
several offices in the Department of Detente contribute to 
the process of policy formulation. 

Though the basic decision establishing our arsis policy 
was taken by the President following his meeting with the 
Shah in 1972, the Country Directorate assisted in elaborating 
operational policies for application of the directive to Iran. 
Coordination with PM and Defense iu close. 

Tha Ambassador personally makes a significant input i* 
the continuous process of policy formulation through his 
conduct of relations with th- Shah ar.d the Government of ' 

Iran and through his analysis ar u recomi'.endationa to WashlMtWl 
in telegrams and during consultative visits, , 

The Country Directorate plays an important role in * ■ 
coordinating tha various inputs in tha policy formulation 4 
process. The new Director gives evidence of the same 
sensitivity to policy issue;, and the need for timely decisions 
on policy question# as his pied* rssor. Illustrative of tha 
Country Directorate’s initiative in this re 9 «rd was tha 
preparation of a revised conting. r.cy plan covering tha question 
oi the Shah's demise oi removal „nd the vlnd of policy choices 
that might face the US in surh .in t entuality. The draft tn 
currently under study by the Embassy for ita comment and 
contributions. Another example of close Embassy-Country 
Directorate cooperation on policy f cumulation is the seringa.. > 
of exchanges between them on proposals for developing the . it , 
Joint Commission on Cooperation with If an. , 

Soma of the most important decisions affecting our ' 
relations with Iran have been made at the level of the r 
President, National Security Advisor and Secretary. The 
Bureau and Country Directorate are active in the initial stages 
of thie process, but tend to receive little information concern- 
ing the decisions once made. Apart from thin, communication 
and coordination among the participants in tha forsuilation of i 
policy have been good, enabling tha conduct of our relations 
with Iran to procoed in a manner that appears to respond well 
to our shorter term requirements. However, some of tha 
Washington participants in thie process are uneasy, given 
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magnitude of our stea.tily growing involvement with Iran in 
the military and intelligence field, over the longer term 
effects of our efforts. They feel the lack of a long- 
range policy which would provide a framework within which to 
examine and evaluate the policy implications of the decisions 
they are oallod upon to make. 

Rccommend.it ion to Department 


1. That NEA inatruct ita Interdepartmental Croup to 
undertake e long-range policy study with respect to our 
relatione with Iran. 

Policy Execution 

Policy is executed skillfully and effectively. There is 
excellent coordination between the Country Directorate and 
the Embassy in the overell conduct of reletions with Iren, 

The Embassy and the Country Directorate are steffed by 
competent people and have able leadership. 

Coordination with State by other departments and agencies 
engaged in policy execution in Washington is in genaral good 
but there is room for improvement. Treasury has a tendency 
to act unilaterally and without consultation, particularly 
on international petroleum matters. Our military sales program 
in Iran requires clos« liaison between State and DOD, but 
sometimes consultation is le6u than satisfactory with DOD 
communications going out to ARKI8H/MAAC without appropriate 
State clearance. 

The Ambassador- is stale to sco the Shah promptly whenever 
he requests an audlenoei in addition he ia occasionally summoned 
l>y the Palace to meet with the Shah. The Ambassador also has 
easy access to the influential Minister Qf the Court, the 
Print. Minister and other key civil and military officials. He 
bee a broad acquaintance among other senior Government officials 
arUanentartsns, business leaders, educators and other members 
of the intelligentsia. Tha Deputy Chief of Mission has entree 
as naeded to mlnisesrisl and subcablnst level officials as wail 
at, senior military officers, and the Political and Economic 
Counselors are well plugged in at appropriate levels in Govern- 
ment and in the private sector. Mission contacts on the whole 
are very good and cover e broad range of the Iranian scene. 

In present day Iran the Government l# still highly 
auttiori tarian with all major decisions being made at the top. 
important substantive questions and bilateral matters are dealt 
with at the level of the Ambassador and the Ehah or Court 
Minister, tending to bypass the Foreign Mlnietry. Inevitably 
with contacts and negotiations being carried out at that level 
many of the pertinent oommunicetione are highly claeslfied and 
receive very limited distribution. The Ambassador makes a • 
point, however, of eaeurinq thet all of hie collaborators in 
the Mission who have e need to know ere kept informed. 
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Th* Chief of AAMISH/MAAr,, •• the setter US military 
officer in Iran, txerciiet *nform.tl but rf ftctivo control over 
all the more than twenty US military unit* operating in Iran 
with the exception of the DAO. He act* <*» the Ambassador ' s 
point of contact with US military activities in thn country; 
on tne one hand ha is the channel (or keeping the Ambassador 
informed and on the other hand for conveying the Ambassador *• 

** irectives to the US military. Coordination is close and 
prompt, with the Embassy's Political/Military Affairs officer 
playing s key role in the process. The Chief of aRmish/.vaaG 
not only sees the senior Iranian military officers on a regulsr 
basis, but ha also meets with the Shah at frequent intervals. 
Those mootings ere invariably reviewed with the Ambassador 
before and after they occur. 

The only other US official who meets with the Shah on 
occasion is ;ho he id of S5F. The Ambassador is kept fully 
informed of these meetings also, both before end after the fact. 
As in the foregoing case, the setters to be raised ere carefully 
screened with the Ambassador. The SAP Chief also has certain * 
coordinating and supervisory functions with respect to the 
operations of the U.S. intelligence facilities in Iran except 
for several where such functions are handled by the DATT. the 
Ambassador is kept fully in the picture concerning these 
intelligence operations as well. 

Policy execution end the conduct of relations with Iren 
generally would be facilitated by the creation of some kind of 
high level mechanism to monitor and coordinate the whole range 
of us Involvement in Iren in the political, econotiic, military, 
intelligence and technological fields with a view toward 
providing policy makers and managers the clearest possible 
picture of the rami t ications of our various relationships and 
their implications for US policy in Irsn and elsewhere. 

Recommendation to Department 

2. That NBA explore the question of ensuring adequate high 
.awl monitoring and coordination of US involvement in Iren. 

As one jiossibility it might wish to consider the feasibility 
of mn Assrstant Secretary's convening ths NBA Inter- 
departmental croup to handle the task. 


Tl> a Use of k esources to Accomplish Objectives 


The Ambassador and the Deputy Chief of Mission provide 
vigorous and effective overall direction to the management of 
the "ms. on's resources. They also encourage a close and 
coopt r«itivtt working relationship between the embassy and ths 
Connotates in Tabris and Khorranshahr . The latter receive good 
support and quidance from the embassy, and Embassy officers 
recognise that frequent visits to ths constituent posts are 


Political reporting is generally of high quality and 
timely . There ere, however, gaps in the Estbessy's coverage 
of cwitaii. k«.y elements that ars particularly difficult 
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,rco»8 in v-vh as the military, rullqioue loaders and 

political opponents of the regime. As noted below, senior 
management is assisting the Political Section in soaking ways 
to resolve the problem. There is also a recognized need for 
more analytical reporting, and in recent months the Iolitical 
Section has undertaken the preparation of a series of reports 
designed to remedy that situation. Both the political and 
Economic /Commercial Sections suffer from the very hiqh incidence 
of official and private visitors who take up the time of their 
staffs. 

The Economic/Commarciel Section performs with a very high 
degree of effectiveness in meeting the dramatically increased 
demands for economic reporting, commercial services « nd 
business counseling of visitors as well ^ p 

questions involving petroleum ar,l related mat tt is. ht section 
anil indeed the Mission as a whole— i* well alerted to tne 
importance of opportuniti*® for U6 export*, turnkey proj®c 
and technical taaiatanc*. 

Consular activitiea are capably managed* The Consular 
Section is looking for ways to make the present visa operations 
less labor-intensive.. Also the workload on its hard-pressed 
staff could be eased by moving the obtention of Iranian exit 
visas to the Administrative Section. General Service! work 
has been marred bv relaxed, s upervi sion and 
co nrrttrr^^e actiyiUcs 

subrSrTTCnate parsonnel. budget and Fiect-i activities a 
effectively planned and executed, although • 
werican complement position- vacancy ha. Isft the «F Section 
short-handed. Personnel management is competent, and the 
personnel unit iu aware of the need for improved welcoming 
activities and house-hunting assistance in order to bzl " q . 

nowcomer»*rapidly into productive activity 

supper t services are fairly apportioned and widely appreciated. 
Security operations, including the activities of th . 

security Guard, ara in good order. 

* Records Section is effectively accompl ishinm lt:» ' «**ron. 

Sufrering extremely cramped quarters, the post 1. 
making 'the best use possible of the space available 

waiting for urgently needed new off i0 * J^ifi^rion'ar* 
measures which might improve this space utilisation “ r ? 
recommended in the Memorandum on Consular g Eerat i^M . » 
capable Iranian staff gives good support to the post s management- 

Senior management at the post ia Making 
resources to the best advantage in several problem ateas in 
tne° political and intelligence field.. Iranian society is 
essentially closed, and it resists penetration beyond a ^ ^ 
certain ooint by outsiders. The Ambaasador and hisprincipai 

advisor s^ar a * keen 1 y aware of gap. ! in the Xt 

collection effort and of how comparatively little ia Known eiwur 

what goes on below the surface. Foreign * 

ia not only discouraged but cun, if pursued, 

reaction from SAVAJC. tha omnipresent Iranian Security Service. 
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AWn,,* 0 ! 1 !! foc ?? °* continuing concern relates to information 
about the political orientation and activities of the Iranian 

coni!ct y Cith V t^ *® n8 . ttlve ar ®“‘. Although there la extensive 
. a t k W th , th Iranidn armeri torcea through our ARMISH/MAAG 
thf In c ^ cal Field Teams (TAFT), information^ 

Thi« : q ^ 1 Ir ;y and i qU * ntlty de8lred ha3 y et to be obtained. 

° bviousI y * matter that ha* to be handled with the 

thl alt lrC !f' St ' fcC i l0n and dlacretlon - At the direction of 
A»Mi^/uffr d ° r and * Wlth the coo P er ation of the Chief of 
If "ore systematic end-of-rour briefing program 

of selected MAAC and TAFT officer* has been initiated. It 

fc ° 0 B °on to know how effective thia will prove, but meanwhile 
p?obl^“ 8By activeXy searching for other approeche* to the 

Another important area that deserves scrutiny for wavs 
whs ? PP1 k P°a‘ resources more effectively is that of youth. 

What public d residence there la cornea from youth, and the poat 
haa recognised that its contacts with youth leave something to 
be desired. The Embassy's youth Committee proposed e.rll thi? 
year the institution of a "youth think tanx" exposed ofjunlSr 
officer* to brainstorm the problem of what should be done to 
get clofsr to Iranian youth. More pressing matters prevented 
the group from meeting in March, and it has not yet assembled.' 
Tb,r * would appear to be considerable merit in {hie idea which' 
should not be allowed to drop without a trial. * ** f 

The prospect of thousands of American employees gf private 
contractors and their families arriving in Iran over the next** * 
few years has prompted the Country Directorate and the Embassy 

t£e hd “ q !l t “ “i y ? °f acf tening the impact and lessening ’ 

the inter-community frictions that are likely to result and * 
that, if ignored, could generate anti-American sentiment. 

Many of the newcomers will never have bean abroad before and 
will face difficult problems of adjustment and cross cultural^' 5 
communication. Opening of Consulates in Isfahan and Shirar 
is intended to help ease this situation, but the problem it one 1 
that the companies themselves should be addressing m the u.S ’* 
before their employees are sent to Iran. A few companies arm t 

consulting the Country Directorate or the Embassy about ^ 
employee orientation and are receiving advice and assistance*. " 
However, the mutter is potentially serious enough to warrant " 
a more comprehensive end systematic approach. ^ *' 

In the programs of two OS Goverr.ment agencies there may * 
be room for improvement in the way resources are being used. 

Some OSIS activities may not be in phass with the changing * 

realities in Iran and the opportunities they praaent. At I 
time when the Shah is emphasizing decentralization and provincial 
development, USJS is continuing to devote its attention and 
resources almost exclusiv ely to the capi-al. There is reason 
to believe some of its activities in Iran have reached the point 
„ diminishing letuvns as regards their reievance and usefulness. 
Or. the other hand new possibilities f 0r effective action, such 
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as tha establishment of a Bi-National Center in Tabria, appaar 
to ba arising elsewhere. A caraful raappraiaal of tha USIS 
program in Iran would soam to be desirable. 

Tha Peace Corps pro gran in Iran could also benefit from 
a similar review. Some of its activitiaa seem to ba 
marginal and some of its volunteers underemployed. A study 
of the adequacy of local support arrangements in the light of 
the GOI ' s vastly increased financial resources would also 
appear to be Indicated. 

Recommendation to Post 

3. That tha post convoke tha proposed "think tank" of . 
junior ofiicara to examine the problem of what could ba dona 
to establish more effective contact with Iranian youth and to 
make recommendations on the future course of tha Embassy Youth 
Committee. 

Recommendations to Department 


1 4. That tha Country Directorate study the question of 

ensuring that American employees of private contractors in Iran 
and thalr families receive adequate and timely orientation on 
the problems of living in Iran. Tha Country Directorate should . 
seek to devise arrangements for alerting oonpany executives to 
the desirability of such an orientation program and for 
providing to the extent possible appropriate Departmental 
advice and asaletanoe. One avenue to explore might be the >•, 
possibility of using P8I resources, perhaps on a reimbursable >■ > 
basaa. . ■* ■ W 

, ! *f?J 

3. That MEA urge US I A to undertake a reappraisal of the . en i 
usts program in Iran with a view to determining whether its ... 
resources era being utilised to the best effect and, if net, 
what changes could usefully be made. . 

t. That nea urge the Peace Corps to undertake (a) a ... . 

review and reappraisal of its programs in Iran with a view to if 
determining what changes may ba daairabla to maka the programs ■ 
more responsive to Iranian needs and more effective in meeting ■ ' 
Peace Corps objectives and (b) a review of the level of support .r 
given by tha COI to tha Peace Corps programs to ascertain v. : , 
whether, in tha light of the GOI* a vastly increased financial 
reeour res and its support arrangements for UN volunteers, am 
approach should be made to the GOI on the question of , 

substantially increasing its contribution to the programs. 
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SOUTH AND SOUTHWEST ASIA: 
HEW POLICY PERSPECTIVES 


Summary 

The context for U.S. policy in South Asia end 
the Persian Gulf has changed in important ways since 
1971, when events altered local and world power 
balances. India and Iran have emerged as the pre- 
dominant political/military actors within their * 
respective sub-regions > the 'oil-producing states of 
the Persian Gulf have acquired economic and financial 
power disproportionate to their sise and state of 
development) the U.S. need for Persian Gulf oil has » 
growni Gulf politics has become linked to the Arab- 
Xsraeli situation! South Asia and the Persian Gulf 
are interacting more intensely than at any time sinoe 
decolonization,- and there are faint signs of region* 
alism. The great power context has changed since 
the U.S. rapprochement with China and the British 
withdrawal from the Gulf. U.S. relations with Indian 
deteriorated, but our military relationship with thsr>- 
Gulf states has intensified! the USSR has treaty 
relations with India and Iraq, and the superpowers 
are increasing their military involvement in the - r..v ' 
Indian Ocean. Since the 1973 Arab- 1 s rae 1 1 war, new , I 
alignments within the Arab world and U.S. disengage*!.. , ; i -i 
ment diplomacy have weakened the Soviet position in i,s 
the Middle East. A limited community of interests it <<!•. : 
has developed among China, Irah, and the U.h. in this i. <: 
region. . 

i. • -i • 

Trends in the area.. suggest that these new geo- u 

political patterns will continue for some years into <ti »->. .! 
the future, with potential friction between Iran and" 

Arab states in the Gulf and between India and Iran, 
in addition to the longer- standing frictions within c? 
South Asia and the Arabian Peninsula, and between j;i:u 
Iran and Iraq. Political instability in both sub- >: 
regions could attract intervention by the larger . i . .. , 
regional states and by great powera. Iran, India* tfcsi • ■■ > 
and poaaibly Pakistan may achisvs a modest but . m- r 
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inijioitanc arms production capability, and arms trans- 
fers within tha araa may become more significant. 

The future policy environment will bear some 
res amo lance to a two-pillar system, with each pillar 
Ut qrap.j litical alignment with a different super- 
power. However, there are complicating factors i 
the economic power of Arab oil producers, our need 
'• . ,-iaudi Arabian oil, and the effect of our involve- 
nu ut in' the Arab-Israeli dispute. Except for oil 
prices and production levels, trends in the area 
uoem to be more favorable to our geopolitical interests 
than Soviet interests. 

Our basio interests in the area are stability, 
limiting Soviet influence while avoiding a confron- 
tation with the USSR, and access to Persian Gulf oil i 

and gas. In addition, we want access to air and sea 
routes and ports, and to investment and trade 
opportunities, and we want to encouraga the oil pro- 
ducers to use their excess revenues responsibly. In 
South Asia, we desire that no outside power have dis- 
proportionate influence. He accept Indian primacy 
and ara prepared to live with the present degree of 
Soviet influence in India, and we maintain a ban on > i 

the transfer of lethal defense equipment to India 
and Pakistan. In the Persian Gulf, we want to cheek 
Soviet and radical Arab influence while protecting 
our access to the region and its oil. We encourage 
regional cooperation for security, led by Iran and 
Saudi Arabia, and tall large amounts of defense 
equipment and services to friendly states. In the 
Indian Ocean, we maintain a small naval force at 


Bahrain and make periodic visits with forces from •> 

our Pacific Fleet, and we are expanding the facility 
at Diego Garcia to support more sustained operations. >1 
Toward South and Southwest Asia as a whole, our policy 
is one of avoiding direct military, involvement, 
though we have security treaties with Pekistsn and j 

Iran which could be activated by a Soviet threat. i 

‘ ***»■ ■ ■ «/„ * 

Tha moat serious threat to our interests is 
political instability, which could lead to local . i 

conflict, the fall ui 1 1 icndly reyimus, and great il 

power confrontation. Related to this is the threat 
to traditional regimes from Iraq and South Yemen. 

The escalation of local conflict is a danger even . * 
where governments are stable. Our interests could 
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also be threatened by a failure to resolve the Arab** 
Israeli conflict, by resource diplomacy, and by the 
hostile use of new financial power. TV: .Soviet throat 
to our interests is indirect, except in local 
situations which might invite Soviet intervention 
in support of friendly political forces. 

After considering alternate strategics, wc con- 
clude that we need seek no involvement with South 
Asia beyond economic and technical assistance to 
contribute to internal stability and promote commercial 
access. We should avoid doing anything that would 
place us in confrontation with India, such aa the 
resumption of lethal weapons transfers to Pakistan. 
Pakistan can not match India even with our help, 4nd 
our support for Pakistan would simply drive India 
closer to the USSR and give it additional motivation 
to develop an effective nuclear weapons capability. 

For similar reasons, we should look benignly on any 
improvement in India-China relations. China's 
greater stake in Pakistan will make it the primary 
non-regional geopolitical actor there; our interests 
do not require a matching level of political-military 
activity in Pakistan. In the Persian Gulf, our 
support for Iran as the dominant power muat be 
tempered by our need for good relations with Saudi 
Arabia. Since Iran is capable of defending itse lf 
ag ainst any regional threat, we should limit our 
f uture military sales and as af stance to Ira n~to 
systems which do not add a significant new mTTTt'ary 
capaFITity to the_Gulf , igd should ma~ko this ~cld if~ r : 
to 'the Saudis and the Soviets. WesWouIifcontinue 
ofTerin# expanaea economic/tecKhological relations ■ 
to the oil producers, and should encourage their - 
support of moderate Arab states. We should give r ■ 
diplomatic support to the settlement of regional *>' 1 

disputes, and should continue working for an Arab- ’ 
Israeli peace. 

In the region as a whole, we should avoid more '* 
active military involvement and further political/ ’ 
military commitments. As long aa geopolitical trends 
in the area continue in their presently favorable 
direction, we should stand back from regional dip- 
lomatic maneuverings , while encouraging oil producer? ' 
to assist less fortunate states, especially in South 


SECRET 


101 


4 


Asia and tha Arab world. Wa should givs our blessings 
to regional economic integration, while recognizing that 
It is not likely to lead to political or military 
integration. We should not make sharp changes in 
our naval presence in the Indian Ocean except in 
direct response to overt Soviet moves. In the longer 
term, we should do what we can to minimize Iran-India 
frictions, since a conflict between the two would 
endanger the stability of the whole area and invite 
U.S. -Soviet confrontation. 
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IRAN REACH HE TOR ? 0'..CK; 
IMPLICATIONS Vw 'U.S.~~POLK"y 

SUMMARY 


Trio Shah and his nation regained their lor,g-los* 
self confidence in the 1960's. This coincided with 
an increase in the resources tor national power 
within Iran, and changes in the external environment 
which offered opportunities for the expansion of 
Iranian influence. Between 1965 and 1971, Iran moved 
decisively to make itself the dominant political- 
military actor in the Persian Gulf, to replace the 
British, and to deter the incursion of other outsiders. 
Since 1971, Iran has expanded its foreign policy 
horizons, using its oil and financial bargaining 
power and its preeminent position in the Gulf to '* 
become a diplomatic force in the Arab world and South 
Asia. Iran's leading role in the oil price increase 
of December 1973 was intended not only to support 
its regional ambitions, but to make Iran a factot in' " 
world politics and economics, a leader of the Fourth ' ■ ' 
World, and a state whose views must be taken seriously 
by the great powers. • r 


For the United States, tba new Iranian role ' 
creates both immediate and potential problems In oil 
pricing and production levels, possible interventionism, 
an arms race in the Persian Gulf, and Saudi icseats«nt^' 
At the same time, many of Iran's recent moves have ! 
been supportive of our diplomacy in the Near East and 
South Asia, and Iran has generally supported moderate -'■j' 
forces in the region. In the broader geopolitical ‘ 
sense, there is a limited but important community of 
interests among China, Iran, and the United States 
In South and Southwest Asia ( where all three desire 
to limit Soviet influence. Jran is the keystone in 
thin arch of "containment*. Given present trends 
in the area, prospects arc good for the continuation 
of this arch, but it could bp endangered by Iranian 
adventurism. The task for U.S. policy is %o restrain ‘S 
Iran's reach to those goal3 which are both achievable M 
without U.S. military involvement and consonant with ■'? 

■ : ■ J ! U# 

n ’.as-*a 
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THE EVOLUTION OF IRANIAN POWER 


» History of Humiliation 

After the Safavid Revival and the Conqueror 
Nadir 6hah< Iran entered a period of decline from 
which it did not emerge completely until a decade 
ago. Foreign troops marched across its landscape, 
foreign officials determined government decisions; 
large parts of Iran's territory were lost, ethnic 
groups were manipulated by outsiders, and the 
country was divided into spheres of influence. 

After the failure of the constitutionalists to gain 
-decisive control of Iran, Reza Khan brought a new 
dictatorship from the throne, reasserted central 
government control over the tribes and the provinces, 
and started the economic and military modernization 
that could free Iran from external interference. 

But he was relieved from ths throne by the British 
and Russians in 1941, and Iran again became a zone 
rather than a country, its armed forces defeated 
within hours, its territory occupied and used as s 
transit route to Russia. Only U.S. and U.N. pressure 
and wily Iranian diplomacy removed foreign troops 
from Iran in 1946 . 

\ The reaction to these humiliations was inevitable. 
Thenationalist movement gained strength, and seized 
on the privileged position of the Anglo-Iranian Oil 
Company as the symbol of foreign exploitation of Iran, 
The National Front, heavily influenced by Communists, 
challenged the Shah's control q f the Government and 
Iran's military forces, and nearly won. Put back 
on the throne with American assistance, the Shah 
began at last to assert his political authority, . 

breaking the left with his U.S. trained military and 
security forces. But the memories were bitter; 
western control of the wprld oil industry had nearly 
bankrupted Iran after the 1951 nationalization, the 
Shah's survival depended on foreign support,, and 
Iran's integrity depended on the presence of U.S/ * 

personnel and security agreements. Accepting the 
temoorary need for U.S. military and economic assistance 
to build a self-sufficient Iran, the Shah sought to 
concentrate power, and looked for ways to free Iran 
of ite dependence on foreigners. 
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Th* turning point cam* in the early I960**. 

Having broken the left, th* Shah challenged the 
right with land reform and social modernization, 
and won in a bloody confrontation in 1963, A growing 
world economy increased the demand for Iranian oil, 
and tho 1954 consortium agreement increased Iran's 
return on itt oil export*, giving Iran the means to 
finance both economic development and military 
modernization. The stage was sst for a mors decisive 
Iranian external policy. 

t ■ , 

Changes in Iran 1 * External Environment . , ■ 

The Shah had feared radical Arab nationalism 
at least since the Iraqi coup of 1958, and was ' ; : • • 

disturbed by Egyptian intervention in the Yemeni 
civil war ,ftcr the 3962 revolution. The failure 
of the U.s. to support Pakistan in ite 1965 war wifch'o-, 
Indis convinced the Shah that he could not rely on 
U.S. military support in a regional conflict. Thee* 
events gave him more than adequate motivation to 
build up his military forces, diversify his source*' i'-’ 1, 
of supply, and defuse threats where possible. In 
1966 the U.S, agreed to sell F-4* to Iran, introducing: 
a new level of weaponry into tlio Persian Gulf, and *4 
giving Iran a dominant military position after 
deliveries began in 1968. The 1987 Arab-Israeli war ■ . 
further demonstrated the need for a superior military J 
force in a potentially hostile Arab environment. 

The most important changes involved the greet-' ** 
powers who had long inhibited Iranian foreign policy. 
Iran's 1962 declaration that it would not' allow ■ '/• 
foreign missile bases in Iran was anough to allow 
normalization of relations with the USSR, freeing * * 

Iranian forces from the Soviet border. The Shah . 
anticipated the British withdrawal from the Gulf and •' 
redirected his diplomatic and military activity to 
establish a pre-eminent position there, giving Up ■■ i • 
Iran’s claim to Bahrain as unfeasible , but nego- -i'T.u 
tiating for the acquisition of Abu Musa and the - »-*.* 
Tunbs. The growth of Iran's vital oil revenues and ; ‘ 
an attack on an all tanker In the pab-al-Mandeb 
further convinced the Shah that ha must protect hid* ' 1 
oil lifeline out of the Gulf, ' ’ " ' 

v i't ft* , 
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”i' u^datente that came later appeared to him to 

5^jn“*,ir3S: “ .5? “4“ “ SjSf,— ■ :■• 

Middle Ba* auperior to any other in the 

areat and the conviction that Irancouldnot count 
»n eternal a up port. At the aame time, Iran worked 
da fuse* the Sov let threat through barter deala, : . , . 

econom 2 c , 'aid^*encouraging i: a S itabie m irw>- 06 SR n relation- 

•hip. 

l*?! and Altar . vl\ ■* ’V 

• ss , .!s;‘s. 0 SSi ss ; 
'Srsa ssffi&STSra&r 

Sjgw. »» #gss*,£\ ss-Mi • 

Hcirity’pact^M made little progreea, ita Position 

;:•*»* sftS 1 

MWWt. example of Gulf Security cooperation. 

'wSSSffHw.. 

• an Indian »• dc!Sh of Naa.er, thm 

EiHri?« ^yptf ahd^he a new^UgnmcntrviU>ih V 

alignments . - (>J .. f , ;l T w 
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Iran also reacted promptly to great power 
realignments, normalizing relations with China and 
other Communist states. Soviet treaties with Egypt, 
India, and Iraq, and tho Afghan Coup, caused a ■ 
renewal of Iranian fears of encirclement, but sub- 
sequent events in Egypt reduced Iranian concerns in 
j Q*r*ctionf And XraniAn concerns about Soviet; 
influence in India and Afghanistan have declined.' 
President Nixon’s visit to Iran in May 1972 gave • , 

Iran a psychological boost, reminding tho USSR of 
U.S. support for Iran, and leading to a less , 

r *“trictive U.S, arms sales policy. The SMSsive - • 
arms deals which followed signaled to all tho Iranian 
intention to maintain military superiority in any 
situation, and a scorched-earth speech by the Shah ■ 
suggested that Iran would not hesitate to defend 
itself vigorously against e Soviet attack. ,,,? 


Oil Power 11 

, : y- ■ ns. 

Iran had not forgotten its resentment of foreign 
interference end western control over the world oil 
industry. Taking advantage of its greatly improved •■•ci a 
bargaining position, based on its politicsl stability, 
economic success , and regional ijsportanoe, Iran la ' l 
1973 achieved the final step in its eeisure of ’ ur 
complete control over it* oil industry, reducing t he . u,i 
consortium to « purchaser. ’ New horisons opened up ; 
** • result of oil dcsiand and price trends, the Arab • 
oil embargo, and thu increeaed unity of OPRC. The >-a 

oil price increase of December 1973, in which Iran ; 
played a leading role, was not only an attempt to . .« 
become rich and escape tha poverty syndrome forever > 
it was also a challenge to the developed world’s i’ 1 ' > > 
monopoly of economic and political power. Iren, 
which had already achieved an important regional v. » .» 
ro C?^, Bttw • chanca to become a factor in world .A , ,i 

politics, s leader of the emerging Fourth World, i n, Ms 
and a state whose views must be taken into accoumfchf.; , 
by the greet powers, " 

■V . . ' v . 

With this new wealth and power has 1 dome an me* >u; ", 
precedented opportunity for' Iren to influence its :r,ta 
external environment. Using its eil and mooay, Iran .u 
nas antarad Into major economic agreements with India, 
Pakistan, Egypt, and. Syria, and leaser ones with 

J • ■ ^ :u 
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Morocco , Jordan, Sudan, and oth « 

these deal* Iran has supp urayed a split between 

Sadat, Hussain, and Hassan, £ concerns about 

Syria and Iraq, helped defuse Pakistan 

Iranian aupport tov V seeking options to Iran, 

that it must be careful In ■£* ing 

while gaining «“*•-* manpower. Iran ia also 

Jfvtn«*ai!it«ry «**i» * h ooL!° l£T the* Ur s t 

and South Yemen - hew- been At tha same 

rivalry with India has been put on i options 

time, Iran ha. given ®WPt.^J«£; *Sntributed to a 
to dependence on the USSR, ana n, ■■ I<iyion . 

wvutening of the soviet po 51 ..on in tr.w y 


IMPLICATIONS FOR TH E U.S. 


Pome aspects of ^ d ^ a " a a nd potential problems 
assertiveness create S the oil price issue, 

for the V' S> ' “ii ftaht hard to preserve the increase 
The Iranians will 1 AJ, t new oil prices 

in income end bargaining P° other oil exporter, 
have given them) foreign uses for the 

they have both domestic ‘"dues production rather than 
money . Iran might well ^^“/ and a i arg e reduction 

accept • decline in °J; h p u n i t ed States. Iran's 
could be damaging to the United scat lts concern 

military. superior ill ' ^the poUtical fragility 

about raaical Arab , , * tate . has created an 

of some Arabian Peninsula which could result 

Iranian propensity to J;btorv relations with 

in a confrontation damaging rjUlt# sparked as 

the Arabs. The ***• .- by Bn y other factor, 

much by Iranian escalation of local conflicts, 

could lead to the the Gulf, and 

increased great PT*®* ry V “ n the Arab-Israeli 

new generations of weap nryi^ _ and it , euperior 

5H5S. "“v »»“ 

Saudi pressure on us to restrain iran. 
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At the same time, many of Iran'* recent 
have been eupportiva of our diplomacy in the Near 
Seat and South Asia. Iranian *.si.tL ce , 

Jordan, and oyna helps shore up their positions 
gainst radical Arabs and separate Syria from Irao 

^rus^-on 13 " 0 * t0 Indla ’ iVB * it « 

n USSR one we can provide only to a limited 

of our lilies 113 ^ t0 PoklBtan helps one 

and of Generally , Iran has used its money 
_ j Lo 6U PPort quorate forces in the reqion * 
end has contributed to the isolation of radicals! 

a . i In ‘he broader geopolitical sense, there has 

, raivr.. tan .» xink. in the chain. There has be n 
* a f* * p eking-Ialamabad-Tehran axis, and Soviet 
c f Chlnese support for CENTO, along with 
the usual Soviet criticism of U.S. and British use 

is h«rdlv a f ti ' li ' l 'f pawft in th8 arca - While the' “axis* 

and h th? u l 0 ^ 1 °? wibhout frictions , China, Iran, 

• clearly share interests in limiting 

of Pakistfn Ue "it ta U r re f 00 * il> the »«^ival 

i r axis tan. It is also clear that Iran is 
•tone ^ ‘his arch of “containment* » without it, ths 

^knX 1 *" 1 ' “ d eV6n ChineM Pf» itlon. wSid S 

•re KS2f 

the t US£R dV3 How 9e ° £ h'° U ' S ‘ and the ^advantage of®*'' 
R ‘a Howev f r > the arch could be endangered bv 
Iranian adventurism, which could lead to a destructive 
^ conflict with the Arabs or with Ind!a, SrlwW 
«,_ th * et8 on thQ “‘her side and thereby 
strengthening the Soviet position. The t«k tnr n « 
Policy toward Iran la to Iwfa2 

szjsz-jxz s - 

uZ thu *>"»“** »* 
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Cht*f Inspector Herbert T. Propps 


May J7, 1*1* 


Ambassador Hsln* 


Post Mantuxiua for Inapactora 


Tjiij_j___2rr — rnnA ' 1 ^ ° f 

Despit* a few * ott •**“ ' ^J^u^exceUentt^Por »° ro than 

as rss.s 

o« shared attituda to-ard «2.£\£r5h. ««*- 

* vers ton to tnatabiUty tho aer ve the interests 

nition that close and cooper. stive United States as a 

of both countries. The Shah regards provides 

strong and relatively* Soviet Onion! with 

Iran with strategic protection try" - xpart ise to use and 
highly sophisticated weaponi „cSno£ic. twhnical and profas- 
naintain than, *nd with the •* - nt o£ hi . country, 

sional skills nead^J ^ nuance aa a stable 

Our interests in # responsible role in the 

rag ion^allow* 0 ^* over r ^ h £ £/^ r r if ry^ind^ivee 

u^con tinning *accese*t« if “market. and if oil and Mineral 
resources. 

this mutually advantageous r«J;«“Ona ip r trade relationship, 
enhanced. The substantial growth i, s o- « 

our greatly ^fixation. and the dramatic 

devalojsnent and »i 1 i uv ing in thie country 
rise in the number of “ Ul bassy and related 

have required an orpansion £ 4rqe5t an d most complex 
oloiaont* into what i* n V traditional diplomatic 

Mission in a». In ‘f^ion to thet^ * mt4ry presanc . 
and consular structure, - lki or.au roi»r«aentativu, 

in the foru <>f our UoparUiont voana (TATT) . a Peace 

Corpa*cont ingen t (which will bj Phased 

f ron" tho^Depar tmiant^of ' Agr icul ture and Coerce. Prug 


fOUPIDKNTIAL 


no 


conriorefTiAi. 


Enforc«m« n t Agency end Intemel Revenue Service end 
* Cparato associated pri£arll/Sitt>^L 

intelligence end nilitery activities in Iren. 

an??or?i tl0n !! lly ' w * &* v « no ^Portent problem*. The 

gaay jfjrsasas 2 &-rsssi2ws. 
S^.sswrasasss’i. st: 2“ — 

So'rito.Ess' 1 " " 

OefAnf 1 ^ ° Ver the entiro military establishment. 9 The 

sr’.ss 

chief « an ^ lk ^vT^** t " h * Ambassador meets daily with section 

aftt^ss ss star 2 . 2 s«tis«va=- 

coordination^^ t0 ** intftln ••••nttal cotuaunicetian^Ind 

The work of the constituent posts, including the „ 

- 1 : t - »t l.fahsn and ShlraS? i. «SK*S3 t^UST 
by a consular coordinator working closely with 
Officer, of the consulate, are perioS“.liy broSht^' 

HE “*i« -•>* •sSk.-sss-— ■ - 

two-way flow of information between thee and the Embassy. 

ref 0,6 Emb **“y «nd the Government of Iran 
reflect the excellent relationship botween our Lo 
ff un ^ies. 1 have a close and friendly^e^fa^hin with 
the Shah and senior GOI officials. 2nd sheS^ P 
accessible as well to certsln othir do.ionaled miiher. 
the Mission, other officer, of^£ MiMio^vT^ 
leadera^n Iranian goverra-ent officials and lmpc^nt 
th privat ? acctor. These contacts, however 
sre not always ss useful as we would like because Iranian 

tarlfJT^nd *?? society sre highly structured end authori- 
tarian and all major decisions ars wade at the top oft-nn 

°^! n a r<!l ? tlv * ,ly “ cnior officials are not well infomJl 

About policies and plans and hava little influ*nrm *. 1 . 

*o£V. )Ta dlfflc “ lty ve loping sources^f ''informs tioe* 
about diesidonce and even about attitudes among the 

dilinn^ b f ca “““ of Iranian sensitivities and the GOI's 
disapproval of foreign contacts with these groups. 
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Part II - Issues and Problems 

In addition to tha obvious differences between theU. S. and 
Iran over the price of oil and the quantity taken by. 

U.S.. aovaral other problems and potential problem* have 
arisen which must be carefully handled to prevent their 

c--uil.v-i.vn effect 'ron d.vvvir.g the nasuntirl.y sound rela 
XZcc.stii.-i b.-.twn-n o »r vcuutn.M. -n.I the ai.torphete in which 
we conduct these relations. In the d 

sphere, Congressional restrictions on the transfer to third 

countries of ;u!it ;f v. • r-ent or licensed by the 

evoiving^regioaal role suajecu* it to press ara jxaj 
friends to tranofer surplus military equipment to then as 
a form of aid. Iranians ues our rules on transfers as a 

which 3 they feel entitled by virtue of the country’s wealth, 
power and level of development, swhile these regulations 
are designed to ensure that U.S. anas are not used contrary 
to U.d. interests and mu.it be enforced, t;n;rt. is consider 

able room for improvement in the manner and speed with 
which we respond to Iranian requaats. 

Iran's cash-flow problems have led to a much harder look 
by the GOI at the coat of defanse equipment end services 
Durchassd from u*e As prices continue to escalate 
beyond contract levels, the Shah and the GOT begin to lose 
confidence in our veracity and our reliability aa tha 
principal source of military supply. 

The rapid expansion in the site and geographic spread of 
the American ccumunity in Iran (now estimated at 25,000 
and expected to more than double by 1980) at a time . 

rising Iranian pride and self-asaertivanese poses a potential 
thr-at of increased Inter-cultural frlctl- ’ ant incidents. 

An informal poll of Iranian attitudes toward the increasing 
foreign presence was conducted by the Embassy recently to 
try to gain some insights which would heir, In minimising 
potent! -i diff ioul . -er>. 

There are several nagging problems In the economic and 

commercial area which Mr. Pr.nr: an.’ h • ?? are prepared 
ditcuac. -...v i * •..»«» i'..iuil!'. -’uau.. ajr«>.n..ent 

with the GOI on repayment of Iran's lend-lease debt of 
$35 million, despite high-level Intervention by the Embassy 

going hack several years . f'ongrnt;al onrl criticism of Iran 
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for not paying this debt can be expected to increase/ and 
we understand that future Ex-In Sank activity in Iran nay 
be linked to this debt. 

Activities of the U.S. -Iranian Joint Commission have not 
progressed as fast or as smoothly as we had hoped because 
of (a) the slowdown in Iranian financial commitments for 
approved joint projects; (b) U.S. unwillingness to pay part 
of the cost of many projects and the total cost of some 
others; and (c) questions about the status of the highway 
advisory team now in Iran and of future U.S. technical 
assistance teams operating under USIRJC auspices. 

A third problem concerns the status of our Trade Center 
and its director. The Ministry of Foreign Affairs continues 
to adhere to the view that the Center should not be an 
integral part of the Embassy and that its director should 
not have diplomatic status, and we and the Ministry of 
Economic Affairs and Finance have been unable thus far to 
gat the MPA to back down. Unless we can obtain a continua- 
tion of the Trade Center's current status or something 
closely resembling it. there will be serious repercussions 
on U.S. -Iranian ccranercial relations. 

Hr. Frovencher wishes to discuss several administrative 
problems with you and your team but I would like to high- 
light one here which has plagued the Embassy for almost 20 
years. As the Mission has grown, the Chancery building has 
become totally inadequate to meet our office needs. Flans 
for expansion of the Chancery have been approved for a 
number of years but no real action has been taken. In 
July 1975 the FBO advised us that construction would begin 
during FY-1977, but that seems unlikely in view of the 
current freeze on construction of new buildings. Meanwhile, 
the efficiency and security of a number of Mission elements 
are hampered by their having to occupy inconvenient and 
»ake-»hift quarters. 
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\. , PART I, CHAPTER D (C11C. 9, 1 APR 76) (U) 
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F. SECDEF 1601402 NOV 76 (U) 

G. USCINCEUR 181027Z NOV 76 (U) 

1. (S) STRATEGIC IMPORTANCE. IRAN'S PRIMARY IMPORTANCE LIES IN ITS KEY 

LOCATION BORDERING THE SOVIET UNION, ITS EMERGING ROLE OF LEADERSHIP IN THE 
AREA OF THE PERSIAN GULF AND INDIAN OCEAN LITTORAL, AND ITS POSITION AS 
ONE OF THE MAJOR WORLD OIL PRODUCERS AND PURCHASER OF US PRODUCTION 
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WORKING PAPEnc^ 1 

TO: 

STABLE AND WESTERN ORIENTED, (KAN EXTENDI. RIGHTS, AUTHOR I NATIONS , AND 
IACILITY ARRANGEMENTS TO Till: US BILATERALLY AND TllltOlir.ll COOPERATION 
WITHIN THE CENTO FRAME WOK X . IRANIAN OIL WILL BE OF INCREASING IMPORTANCE 
TO THE FREE WORLD. 

2 . (S) US SECURITY ASSISTANCE OBJECTIVES. 

A. HELP IRAN MAINTAIN AN ADEQUATE AND RESPONSIVE MOBILIZATION 


B. ENCOURAGE ACTIVE PARTICIPATION IN PRO-WESTERN COLLECTIVE 
SECURITY ARRANGEMENTS. 

C. ASSIST IN OBTAINING NECESSARY RIGHTS, AUTHORIZATIONS, AND FACILITY 
ARRANGEMENTS FOR US AND ALLIES AND DENY THEM TO OPPOSING US INTERESTS. 

D. HELP IRAN ESTABLISH AND MAINTAIN COMBAT AND LOGISTIC SUPPORT 
FORCES CAPABLE OF MEETING ANTICIPATED DEFENSE TASKS . 

E. ENCOURACE CLOSER REGIONAL COOPERATION AND RESIST COMMUNIST 
INFLUENCE . 

F. ENHANCE US ACCESS TO MAJOR SOURCES OF PETROLEUM. 
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TO: 

J. (S) THREAT. THE THREAT TO THE SECURITY OF IRAN IS VIEWED AS 
TWOFOLD: EXTERNAL - PRIMARILY IRAQ AND TO A LESSER DECREE THE SOVIET 
UNION AND AFGHANISTAN; AND INTERNAL - POSSIBLE DISORDER CREATED BY 
TERRORIST ELEMENTS AND/OR TRIBAL UPRISINGS. THREAT IS AS PERCEIVED BY 

THE HOST COUNTRY. 

A. (S) CAPABILITIES AND LIMITATIONS. APPLIES TO ALL THREE SERVICES. 
THE IMPERIAL IRANIAN ARMED FORCES HAVE BEEN ABLE TO MAINTAIN INTERNAL 
SECURITY AND COULD DO SO UNUEK MOST CONDITIONS SHORT OF NATIONWIDE 
DISORDERS. THEY COULD NOT HALT SIMULTANEOUS EXTERNAL ATTACKS FROM TWO 
DIRECTIONS OR SIGNIFICANTLY DELAY AN ATTACK BY A MAJOR POKER. IRAN IS 
CAPABLE OF HALTING AN ATTACK FROM IRAQ, BUT FACES POSSIBLE LOSS OF 
PART OR ALL OF THE ALLUVIAL BORDER AREAS BETWEEN IRAQ AND IRAN. 

IRANIAN MILITARY FORCES WERE RECENTLY BATTLE TESTED IN DHOEAR, BUT 
THEY STILL LACK HIE DECREE OE PROFESSIONAL MIDULE LEADERSHIP AVAIL- 
ABLE IN MOST WESTERN FORCES. THEY ARE PRESENTLY EMBARKED ON AN 
AMBITIOUS EXPANSION AND REORGANIZATION PROGRAM IN AN EFFORT TO 
INCREASE THEIR CAPABILITIES. 
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and SHIPPING MCIUTlte WUi CONCENTRATED IN Till, SOUTH, REFINEMENT OF 
1R AN'S MR DEFENSE CAPABILITY IS VITAL FOR ITS NATIONAL SECURITY AND 
ECONOMY . THEREFORE, A RADAR NETWORK WITH AN UPGRADED COMMAND AND 
CONTROL SYSTEM FOR EARLY WARNING AND CONTROL OF ALL AIR DEFENSE AND 
TACTICAL AIRCRAFT IS PLANNED. F-16 AND F-18 AIRCRAFT ARE NEEDED TO 
ENHANCE COUNTERAIR. INTERDICTION. CLOSE AIR SUPPORT AND NAVAL AIR 
COVER. AWACS (E-3A) A I RCRAFT ARE NEEDED TO ENHANCE COMMAND AND 
CON I ROE CAPABILITY AND ASSIST IN ATTAINING/MAINTAINING AIR SUPERIORITY. 
AMSTS ARE REQUIRED TO IMPROVE THE FLEXIBILITY AND RESPONSE TIME FOR 
LOGISTIC AND AIRLIFT SUPPORT. P-3 AIRCRAFT WILL BE USED FOR AIRBORNE 
SEA SURVEILLANCE , PATROL AND ANTI SUBMARINE OPERATIONS IN THE PERSIAN 
| GULF, THE ARABIAN SEA, AND THE 1NUIAN OCEAN. 

C. BECAUSE OF THE RUGGED TERRAIN IN IRAN AND THE INADEQUATE 
TRANSPORTATION NETWORK, PROJECTIONS FOR IMPERIAL IRANIAN GROUND FORCE 
L (I IGF) EQUIPMENT REFLECTS THE NEED FOR ADDITIONAL HELICOPTERS. AS 
M WELL AS ADDITIONAL AND IMPROVED GROUND MOBILE EQUIPMENT AND ASSOCIATED 

\ WEAPONS. THE I1GF MUST' MAINTAIN THE CAPABILITY TO DEFEND HIE J 
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COUNTRY'S BORDERS AND THE STRATEGIC OIL FACILITIES ON TERRAIN NEXT TO 
T1IE IRAQI BORDER AGAINST THE THREAT POSED BY LARGE NUMBERS OF SOVIET 
BUILT TANKS AND ARTILLERY. ARMY AVIATION MUST CONDUCT AERIAL RECONN- 
AISSANCE, FIRE SUPPORT, ANTITANK WARFARE, LOGISTICS RESUPPLY, MEDICAL 
EVACUATION, COMMAND AND CONTROL, TROOP AIRLIFT, AND SUPPORT ARTILLERY IN 
COMBAT. 

D. ALL OF IRAN'S OIL IS EXPORTED THROUGH THE PERSIAN GULF, AND 
MOST OF THE COUNTRY'S IMPORTS ARRIVE THROUGH THE PERSIAN GULF, THERE- 
FORE, IRAN'S ECONOMIC AND POLITICAL VIABILITY REQUIRES SECURE ACCESS TO 
AND FROM THE PERSIAN GULF. THE DEVELOPMENT OF A MODERN DEEP WATER NAVY 
IS OF KEY IMPORTANCE TO IRAN TO PROVIDE SECURITY FOR FREE COMMERCE IN 
THE PERSIAN GULF AREA. THE HELICOPTER SUPPORT SHIP, ASK HELICOPTERS, AND 
DIESEL ATTACK SUBMARINES WILL PROVIDE IRAN WITH AN ANTISURFACE AND AN 
ABM CAPABILITY FOR PROTECTION OF THE SEA LANES IN THE PERSIAN GULF, THE 
CULF OF OMAN, AND THE ARABIAN SEA, LOGISTICS SHIPS WILL GIVE THE IIN AN 
IMDERWAY LOGISTICS CAPABILITY FOR MORE DISTANT AND HIGHER ENDURANCE 
OPERATIONS. LSTS WILL FACILITATE RESUPPLY OF COASTAL SITES AND —I 
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E. THOUGH IRANIAN ARMS SALES ARE SCRUTINIZED BY THE DEPARTMENT 
OF STATE AND DEFENSE, AS WELL AS CONGRESS IN SOME CASES, THE US HAS 
GENERALLY PROMISED TO MAKE AVAILABLE TO IRAN A WIDE SPECTRUM OF CON- 
VENTIONAL MILITARY EQUIPMENT. CURRENT PROGRAMS i.e., I-I1ANK, F-4, 

F-S, AND F-14, TAX THE AVAILABLE TRAINED MANPOWER RESOURCES OF THE 
IIA, AND THEREFORE, IRAN'S ABSORPTION CAPABILITY. FURTHER ACQUISITION 
OF COMPLEX EQUIPMENT, i.e., F-16, F-18, AWACS, SUBMARINES, ETC., COULD 
POSE MANNING PROBLEMS. AN ADDITIONAL FACTOR AFFECTING THE ABSORPTION 
CAPABILITIES OF THE IIA IS THE CULTURAL DIFFERENCE BETWEEN IRAN AND THE 
US ATTITUDES TOWARD COMMAND AND .CONTROL, JOINT OPERATIONS, LONG-RANGE 
PLANNING, INTERNAL COORDINATION, PRIORITIES, AND OTHER FACTORS THAT 
APPEAR ESSENTIAL IN WESTERN THINKING HAVE NOT YET BEEN FULLY ADOPTED 
BY THE IRANIANS. SOME OF THE PROBLEMS ENCOUNTERED IN THE HA'S 

5 MODERNIZATION PROGRAMS STEM FROM THESE DIFFERENCES. ALTHOUGH THE 
If 

3 PRESENT GOI BUDGET INDICATES A DEFICIT, IRAN APPEARS TO HAVE THE 
1 FINANCIAL RESOURCES TO MAKE PROMPT PAYMENTS FOR WHAT IT ORDERS. | 
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PROGRESS TOWARD SELF-RELIANCE IS INDICATED BY PHASE-OUT OF SOME TAFT 
POSITION'S, AS WELL AS BY AN OVERALL PROJECTED DECREASE IN TAFT PERSONNEL. 
NO SIGNIFICANT REDUCTION IN 05M SUPPORT IS PROJECTED BECAUSE OF THE 
ADVANCED EQUIPMENT PROPOSED FOR THE IIA DEFENSE STRUCTURE. A COMPETENT 
DEFENSE ESTABLISHMENT SHOULD RESULT FROM THE PROJECTED PURCHASES AND 
SHOULD SUPPORT US OBJECTIVES STATED IN PARA 2. AT THE PRESENT TIME. AIR 
DEFENSE RELATED ITEMS OF EQUIPMENT APPEAR TO HAVE HIE HIGHEST RELATIVE 
PRIORITY; HOWEVER, DEVELOPMENT OF AN OVERALL DEFENSE ESTABLISHMENT IS 
THE PRIME OBJECTIVE OF THE GOT AND EQUIPMENT WILL BE INCORPORATED AS IT 
BECOMES AVAILABLE. 
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TRANSITION 


I.' significance of Iran to United States Global Policy an d 
Regional Objectives. 


A broad bipartisan United States consensus that Iran 
4 s 0 f special importance to us in the protection ana fur- 
therance of key United States national interests has ex- 
isted for nearly 30 years. Our relationship at first was 
narrowly based on geopolitical factors, but now encompasses 
most areas of inter-governmental and private ' se |' t °5 * 

There are currently before us a number of issues which could 
cwie serious friction , but the following national interest, 
remain unchanged. 

Deterrence of Soviet ambitions > A mutual Interest in 

deterring the expansion ot Soviet power and influence, 
particularly in the Middle East, has been and remains the 
bedrock of the relationship. Iran’s propinquity to the 
Soviet Union, historical experience of Soviet expansion . 
and strong anti-communist leadership has led to views which 
dovetail with our global policies first enunciated by 
President Truman. 

He have both gained great benefits in connection 
with this shared interest. The United States was, ar.d is, 
th*** only western country capable of providing an ultimately 

meaningful deterrent to protect Iran. *‘*ti2 1 fi*2 t r e^ 
decades of the postwar era, Iran waa essentially a re- 
cipient of United States assistanc# and advice and, 
except for its membership in CENTO and the provision of 
various intelligence end military facilities to us, played 
s clearly backseat role. Thi# situation has changed. 

Today, as a growing regional power, Iran has the financial 
strength and is rapidly developing its military capabilities 
snd influence to do much more itself. It can Pl®Y , an X *‘P® 
tant independent role in the Middle East, South Asia and the 
Indian Ocean to advance regional stability and to county , - 
activitieTand policies of the USSR or regional radical 
fofees. 
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ftccess to Iran's unique geopolitical position : W- have 
no fully satisfactory alternative to two o£ the uses we make 
of Iranian territory. United States intelligence monitoring 
operations there provide crucial information on Soviet 
military operations, particularly missile development, and 
Soviet adherence to SALT. United States overflight rights 
provide us with the most direct and satisfactory air link 
between Europe and countries to the east of Iran. In 
addition landing rights have been important for our air 
surveillance of the Indian Ocean and the Soviet border 


— , Pr ovision of petroleum for the United states and its 

| Even though Iran has been a prime mover for higher 
oil prices and has ignored our representations on this matter, 
it provides an important amount of petroleum for the United 
States and crucial supplies for our allies: over eight per- 
cent of United States petroleum imports; over 16 percent of 
those for western Europe; almost 24 percent for Japan; and 
almost 70 percent for Israel. Despite the inherent tension 
in this buyer-seller relationship, Iran has been a dependable 
and secure source of petroleum. Iran did not join the 
1973-74 Arab embargo of petroluem sales and continued to 
permit shipments to Israel. Iranian leaders have frequently 
reiterated that Iran will not join politically motivated 
embargoes. 

-- Furth erance of regional stability and develo pment; United 
States policy for the last several years has been to assist 
and encourage Iran to become a regional' power which would 
assume limited security responsibilities and play a generally 
more active role supportive of our mutual interests. Iran^ 
has accepted this role — for it was consistent with the Shah's 
view of Iran's key position in the area— and has used its 
military power (in Oman), its financial strength (loans to 
India, Pakistan, Afghanistan, Egypt, Jordan and Syria) and 
its general influence to help resolve regional disputes 
(resumption of Xndia-Pakistan relations and resumption * 
of Afghan-Pakistan dialogue.) 

Iran is the only regional t>ower which has been able J. 
to develop close and confidential relations both with the 
Arab confrontation states and with Israel. Iranian leader- J 
ship has remained in close touch with United States nego- 
tiators, has counseled moderation, has encouraged Sadat 
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, . fake steps toward peace, and at a key point 

o? t£e tinai U negations .under which Israel gave up 
oL aefds in occupied Egyptian territory) ^crated 
Iran's policy of remaining a reliable oil suppli 
Israel, 

£55 SJSSS although tr-itl™*! “{ , ^ 

to prevent its realization in • features for our inter- 
ests? n on e b^ance 0 Iranian-Gulf Arab security arrangements 
would probably be a plus for us. 

- Mai ntenance^ ^f_benefic ialecon^mi q^co^^^SiSi— 

Cermany as the largest suppixe United States non- 
services to nan's burgeoning nar.at. “£« 16 total 

military sales to Iran in the 197o 198U peri lance -of-paymcnts 
over $20 billion, which would (Military 

surplus for the United States of $ urplu= .) united States 
sales will approximately va rious'*ioint undertakings in 
firms continue tc mov * S c 00 00C,G00. The Ex-lm 

Iran and investment totals rou ^^ ? 5 9 ' r is ahou t $1 
Bank exposure (loans end :* an joint Economic Co»- 

mtssion-has h opened e potentially usefu! coopt ™^ e 0 ^ rgy , 
agr icul ture? 1 housing? raanpowei^training , asportation 
and science. 

cultural ties are extensive, including some 20 000 


II 


Iranian Political and Econom ic Situation 
political : TWO related 

the unquestioned P re ‘^^ ne "^ political stability. All 

indications^poin^toward* a^ontinuation of both of these for 

at least the years immediately ahead. 


SECRET 


SECRET 


- 4 - 

has thfloy^ty^f the broad^sf f P * rie " ce on the throne, 

in the rural areas, and the mi cooperati^cf^ part ^ ular ly 
forces and the intel 1 ia^noo 1 c ~°P eratl °n of the armed 

the support of an extremely able * 1 V apparatu3 < aa well as 
Undoubtedly a numhcfof Iwnfai ° f C1Vilian technocrats, 

are apolitical, having^ omSS and techr >ocrat S 

are passively e s ant to the h Poixtrcal system, or 

Many religious leaders enH f authoritarian rule. 

Sf -ssa-^. 

5S\££s i j& 

activities have to do wi?h t refo f ra Program. Newer 

government corruption local conrf, UCh a S t }^ terac y ’ health, 

I«™‘ 

^"SSsSHs 
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„co„o.i= infrastructure sids by side with traditional 

backward agricultural sector, and rrsxng P^^ ^ poten _ 
sectors of national life -- wrll become ^ PP this 

per iod, W much^of bourse de^d^^e siU's longevity 

The dissolution of existing parties and^the^fonnation 

ftirysia^i «. « u^ z a*-* 

°L?f is°: „s5iVviw«». 

r pS?S d .',l'“r“;««‘ “*“Sio« to ™ot tisin, de.ood. 
of the people. 

Economic 

Although important strides have ^\^Tjl c Tnt^ St 
decade to broaden the 1 E “"°^ent“upin petroleum and natural 

remains overwhelmingly depender^P^P^ 85% of the Iranian 

gas production. IO,et ^ '...L of foreign exchange earnings. 
Government’s revenues and 98 99* oi rore y 

The general outlook for ^economy .is 9 °^- foreign 
exchange reserves at fiscal year at tho s2 0-22 billion 

momen^TweSe? ^n invest, in and lends to foreign states 
more than it borrows abroad. 

Iran's sixth development plan “hat b^the^nd^f that 
1978-1983. The Government ^^ el ?^ustrial Y basis for sustained 
period Iran will have laid th « in the face of declining 

til ^^n-sThe ^l£of ^^esire^o^onserve limited 

manufacture 8 o f " f er t i 1 i ze r s , petrochemicals, and other oil-oe- 
rived products). 
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to be ^hamper ed *by "a eertous^hort! 9 ° a i* WiU continue 
at all levels but n ^rH^ i l0rta 9 e of trained manpower 
skilled worker and middle-to^o ln th ' skilleJ a "d semi- 
The current dev^op^pLT 

be only some 60% realized wher It 1 ^kely to 

llr * £a g - ent Stata of l,n ^e d States Relations and P olicy 
rest on^hirty^ILs of 'cioL^ooo 10 " 8 •' “ re They 

overlapping o£ our na^onlffnterelts InV^ the b ™ d 

mutual conce'n ref IppfoH • . 1 ■ ^ me s t areas of 

States-lranian Agree n ,ent oraoeTF£ion and 
ai" the CEntral Organization 

balance n of t ‘the t relationshioT er ’ h ff occl ’ : ' = d in the 
th 1 V ally there was a very one-sid-d'refi--' '"of 3 ? 6 ’ 

the United Static r, 4-..%. i r . i0 f Iran on 

a# iSkass&F 
tsJS-^rH 2 

r^"Ksr«:s,"-r““ ?"»; F s?S& *==*■- 

^E\ra i a.*jdS: r '^rssss^ 1 

relationship on both sidesf^ 1106 ' 1 S ° me raalaise into the" 


cannot replace the Unit^H ctl f » * The Shah knows he 
against this threat. S 38 the ultimate deterrent 
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Neverthelasa, as a new. Administration assumes power, 
the Shah will carefully assess our actions on our bilateral 
relations, but also in the larger context of whether they 
signal significant shifts in United States regional policies 
and in our determination to counter— as ha sees it— continuing 
expansion of Soviet influence and power in the area and the 
world. He has expressed strong ooncerns over the last year 
or two as to whether the United States will remain a reliable 
ally and has long-term staying ability. Thccc concerns have 
been compounded by growing public and Congressional criticism 
of Iranian arms purchases and of alleged Iranian practices 
in' the field of human rights, which the Shah considers un- 
justified. The Shah will be sonsitive to the style and 
manner in which we handle the various issues between us and 
to attempts to band Iran in our direction on theae diffarances. 
If he concludes, rightly or wrongly, that his concerns 
presage shifts in the United States-Iranian relationship 
in areas he perceives as important to Iranian interests, 
he is capable of staking adjustments in his policies which 
could be detrimental to our interests, however self-defeating 
this slight appear. 

IV. Major Issues 

.. Sales of military equipment ; Using oil income to develop 
a large military force equipped with the stoat modern arms 
is a high priority Iranian goal and one particularly close 
to the Shah's heart-, for him, continued access to united 
States military equipment, technology, and services is of 
paramount importance. Although Iran buys some equipment from 
other countries, a very large percentage of its purchases comas 
from the United States (over $10 billion since 1970) . Iran 
prefers United States sources end is accustomed to favorable 
United States responses to most - though not all - of it3 
requests. In recent years, that normally favorable United 
States response has been based on the United States policy 
that, "in general, decisions on the acquisition of military 
equipment should be left to the government of Iran.” 

There are currently throe large Iranian requests under 
Study by State and Defense and awaiting Executive Branch 
decisioni 140 F-16'a (a purchase of 160 has already been 
approved); 7 E-3 AWACS'sj and 250 P-lBb's. If the requests 
are approved, they must next be submitted to Congress. 

secret 
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XrAn seems to una ■■ ^ jni. chit no det'iiirr. will \,e ‘ 
comim :j on these ui.ui aitur January 20. 

Shah's ambitious military development plans, his 
traditional access to the equipment he Wants from Unuied 
States sources, and our policy of net attempting for ’.ha 
B’oat part to gainsay Iran's military iwda hues load a our 
military relationship with Iran a luaJing target of arms 
control advocates in Conjress. A significant change in this 
policy of fortheomingnesa would, howa/tr, entail a dc/imtu 
risk that the Shah would counter with action* against our 
military and Intelligence streps in Iren and vary probably 
on our fKfmnw o i cci.!W'»i iai inttruiti . well. Horuov. r. 
a pol.cy of C’ntMlm.nt to roiitary auics would In seme 
«P«c i tic cauos C'.st an invidious com; ’ ir 1 non between what 
wa wera doing for Iran and what the Soviet, wots doing for 
their cliont lie;,. The question would el .© . rite as to 
whether a poLicy of praetor military sale* r-.:traint duos 
not posa inhe rent cuncradict.iona in our long-standing policy 
of building up Iran as a bulwark against easy Soviet expansion 
into the arc... 

For the past thraa years, Iran hit » . „ 
a leaOTTg aJvocato of higher oil prices. r.vch thcu.h .U. / 
have^ust been increased by 5 - in percent at toi a tint: 
meeting, we can expert Iran to atuk further li.thivsoi. i*nn 
hns regularly replied nannr.i v.ly and ot ten shu, ply to United 
Stans apron Is ion no inc,-i>ai, ,j, arguing t nip, that i.n.u’i 
prices arc necessary to create economic ii ccr.M vas tot tit* 
industrial coentrios to bcqin to develop altor: ativo aourcoa 
ot energy as world oil r.seivv UoUne. ,u, h t y*an thiu up 
frequently with th ; Shah tut in the face of uotarminod ow’.ijitio: 
to crnr point of vn-w, we h.iv .r sought to u=o wi.af :l*vi rage 
we have »«ch us denying or lelaying anus Bales -- judging 
that such actions ►xwitj mil t ; achieve U c intended ouLcd.uw 
and would bo count r—rodv.:' .•■■> in other areas. This is was - 
Ibsug on which th»* ''•hah will s i noXe*-iniride'i iy follow hi* own 
interests, whirls ht* no-ys v; \* \ < imitation of current xncoia'4 
While that is ; il.i *. 1 1* t! »t conn action , it is noteworthy 

I* ott ~ take W1 *l btvjm dropping aiynif icjmtly in the 

late lyaO'a. * 
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- Human Rights , The human r ^hts situation^Itan^e 
v «ry'Tr5ZdTy P^cii ived in the > United States , t i ^ , ti; LOI v . 
individuals and groups* rieiw ».y % ••* \* Hi \ 1 ivu prov ■ fciom*, 

f rhis consensus# taken toijctht.i wit. -- , f * ivi 

IliU rllU our flexibility 

see S r .Si°2? tL pr,L^m 

ruS^tuS 1 !' the'umtuo^t---^ out 

United States . 

Long er T c- rm Issues 

assertive independence 

In the longer term, Iren 8 *»< increasing 

end imperial., author! tarian syate.^aouid^e ^ ^ 

divergencies in O'.r respect I will have to he monitored , 
issues. Among the questions which wli^have^^ ^ brilig 

carefully «re« irnn-Inraeli relationship! (3) wlU 

about a weakening of the Jr..n ir ; r.,oi * ^ intc>rvene 

Iran's i»« e,, ^ r ‘9 ha^ffeu-s of other 1’ersian Guif states; 


Human Rights Conairi cratl ons 


Human — < 

Iran is an authoritarian *“” t iSn with crime^invoiviny 
special legal procedures . , e( j to Internal icnal critic-i 

state security. “ ot h facts have led ^ E , at . 

but it ia on the Irani an h~ , • are concentrated. There 

security crimes that most * in Iran from Amnesty Inter- 

na tional^and^ from °two observe?. from the International Com- 
fission of Jurists. ,, 
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to c«ru.r ^17 r f U1 ttry *»itn regard 

.11^ .1^ :;::' ;;;, .^: :i:,t! 01 w«k»u up fouc. lnl - 

Cfic*mcu wil.ii t . • r T V *‘-*2 CiaJIU thut JJoiuc ul kf.Gac 

Without fort,. I * MUU 

firovi/' »H. rh 1 ' n J b *~ cn rru * c, ~ or dCCesfi to council 

prisoner 'j-- C '- '-y tAO ‘; oC u “ ur.rftiot.-t. b water ol "poj iti .ml 

each ;;^t^^ 0 U £ac- tS°r“!i ** ? ther fc *« fc 

in it. 1 1 i Let' ■ ■ ' « ■ , h “ t al1 such c <i«eu „ xt . tried 

tj ... u . ;. in .. /; •' y; ' 3 ; i. : <*"<1 •■'to-::-..-'. u-.uw-s 

SAV " K ““ a co«rt"ueci»*o^'xs , 'i^^. e>t ifWi 

eltarcos**- ®^ w ‘ !r ” r '' ,!nt ot h " a disputed many of these 

? /" J tutf.nacd its use of special procedures in 

Us"hi t rjai “° njUy ^^l/centrauied'stute'euthoritr 



VI; — Congr essional Attitudes toward it.n 

• £~s s. *^ra .-ss £*«'" 

““"■ r °' '•Sto , i?iJ?SJ.ES2SS;urv 

ajs sss. r* “* '-*» “ *?s- 22'*“ . 
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Clearance* i NKA « Mr. Atherton 
PM - Mr. Kueno 
H - Mr. HUcon 
D/HA - Mr. Hill 
NEA/ftA - Mr. Hoily 
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THE DIRECTOR Of CENTRAL INTELLIGENCE 
wauunotok. o t. tmi 


Intatligtftca Community flaH 


l 

Hi January- 1977 


Jack C. k.klos, Esquire 

Charg£ d'A/falres, a.i. , 

American Embassy 
Tehran, Iran 

Dea Ir. Miklos: 

Ambassador Little, in hrs letter of August 9, 137b, 
informed Ambassador Helms of the conduct of FOCUS Iran, 
describing its nature and scope and inviting participation 
o' the Mission. I an pleased to advise you that FOCUS Iran 
'a now completed, and 1 include the original copy of the 
final report for your information and use. 

Ihc EOCUS Iran report is a comprehensive one. he 
r 1 - - d during the onduct of the review that, and this is 
lected in the report, Washington interest in Embassy 
ihran was exceptionally high. Since the interests of 
policymakers and analysts are so vest and varied, we believe 
that a limited prioritrted list of items of national intelli- 
gence interest could be helpful to you. Ambassador little 
will provide you such a list in the near future. 

'.ou wi’l note criticism of the reluctance of the • 

MAAG to provide avai.able information to Intelligence 
Community repicM-ntat ivus in Tehran so that this information 
can get into national intelligence channels- I am told that 
the situation is now much improved; however, we do plan to 
discuss this with appropriate officials in the Department of 
defense. TUs situation varies from one oi*sicn to another, 
but this is the 'Vurth occas .on in which the proole* has 
surfaced in FOCUS reviews. 
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Sine* its beginning two years ago, we continue to 
find FOCUS helpful to those of us here in Washington 
concerned with reporting from abroad. We hope to extend 
the value of these efforts to overseas missions which . 
have such a key role in the overall national intelligence 
process. FOCUS Iran has been helpful to us; we hope it 
can he helpful to you and your country team. I invite 
your comments on this FOCUS report either now or after 
you receive the follow-on package from Ambassador Little. 

If you see any way in which we can strengthen our 
support of your Embassy, please let us know. 

Sincerely, 


E. H. Knoche 
Acting Director 

Enclosure: 

FOCUS Iran 
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Human ftesouivus Committee 


ASSESSMENTS Sl'ECOMMITTEE 


FOCUS Iran 


Ar_ i ■' e i )i ? -n -<_• I".- -rr-r. 1 tv Review cf 

r r an 


Attached u. tae findings of an interagency review 
of reportir.i by rhe vai inus tirtr.o of the lntellifehi-e 
' " . i ‘ / at u v ; «.* . rr:"' t ; r .! ajur , c . | r i , 

• reviews ut repairing i rv *. overseas missions are 
con.iuctrd by the Human Resources Committee with a view 

ft- <’>.hui:'ing the effective management, coordination, tad 
i : tr.ii if rt.-nt ring pr.: grass in be th the field ami 
•>ashingtc level. 

; 1 e rcrt.C review is in ti. o purtg . Part I assesses 
tut subs’ in 'f cf reporting, i <■,, ,ti adequacy, appropri- 
ateness and timeliness, and its responsiveness to the 
ir.f ■’ nn- 'i >\* Ks ■ hi "p’rin policy officers and the 

ir.ta.1 1 jgv.tuc Cm min; i :y . Tl.i Reporting Asses isci.t it 
.■ri’.ten by the National intelligence Officer concerned 
on the basis of an interagency seminar in which intelligence 
anal) sts t-.d ,>o’ 1 . >'• officer., participate for these aspect a 
I lU I . I" . . 1 . a.' .. • n«a> ;*-US. i» ' t rens hv.i , 

provision is made tor dissenting views to be recorded. 

Part II, the Action Review, (1) examines reporting 
pro ; '' lr.es and opportunities identified by or aristm, out 
of the Reporting Assessment and (2J develops agreed or 
recommended fellow up action. Its objectives in so doing 
ore to surges! ways of improving coordination at the 

n fc tvn iivrl and pro vide information and findings 1 

ocsigned to assist Ambassadors in the overall supervision 
of field repci t frig programs and resources. The Action 
Review is based upon an Assessments Subcommittee discussion 
of written comments provided by Washington reporting managers 
and an examination of the Reporting Assessment against the 
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bn kg round of past activities of field reporting elements, 
th • reporting environment involved, the adequacy ot 
reporting guidelines, and related matters affecting the 
utilization, management, and coordination of field 
reporting programs. 


The Human tusources Committee would welcome comments 

or suggestions regarding the FOCUS program. 
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THE DIRECTOR OF CENTRAL INTELLIGENCE 


WAtMMOTON, 0. C 10MS 


National Intelligence Officer! 


* November 1976 


MEMORANDUM FOR: Ambassador Edward S. Little, Chairmen 
■ Human Resources Cooalttee 


FROM 


SUBJECT 


David H. Biaa 

National Intelligence Officer for 
the Middle East 

Fart 1. Reporting Aaeeassene — FOCUS Iren 


1. Introduction . An interagency a amine r was convened on 14 October 
1976 under my chairmanship to consider the substance of reporting from our 
Mission in Iran — Its adequacy, appropriateness, timeliness, and responsive- 
ness to the information needs of Washington policy officers and the Intelli- 
gence Community. Over forty persons participated, representing several 
bureaus in State, the NSC Staff, US1A, DOD/ISA, various offices of CIA and 
DIA, the military servlcea, MSA, Treasury, and the Intelligence Community 
Staff. A list of participating offices is at Tab A. The seminar dis- 
cussion, which forau a principal basis for this report, lasted soma threa 
hours end followed fairly closely the extensive agenda found at Tab B. 
Ambassador Helms has been Invited to participate in the FOCUS exercise, aud 
Lt. Colonel Patrick, ay assistant, will discuss FOCUS further with the Mission 
in Tehran in the near future. Ambassador Helms' comments and suggestions 
will be considered most carefully, especially in the next phase of the FOCUS 
Review. 


2. General Comments . No at tempt has been aads to summarise the dis- 
cussion of ell the agenda and other topics; instead, 1 have chosen to high- 
light selected issues, particularly some that suggest a need for followup 
activity either in the Mission or here in Washington. In discussing 
information topics and current end prospective reporting, we have tried to 
consider in at least a general way the priority of the information concerns 
and their impact on the US end its programs. 
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1 Generally speaking. reporting from the Kiestun on moat ‘oprcii 
i. verv satisfactory/ Many of th« Information nnd analyst* problem* which 

hk £?- 

r.gard, ,, acrid, Urly when they lnr.ludo .obj.^.Ctv. cor*,<- 
Vl.,,„r> It.* vtu- .'intrttr. for '! *. T V- ; . 

i , u . fcii-nc. githoufit. t*p*n«Jtf4 cov«i **?• ol ‘ 
r*)ati.o;« >*49 i-i'.i* i ^ * , -, atuA i g#canty at 

“F^Ssffssm^sisr;.^ 

°»*n. and quite fdautte Mittlon e.eetefvnl and ansuysit ' •'• 

A.ie. *« a longer range !•*«.». oi g * . >ru vould bo wolcor.o. 

thli oubloct of Iranian concern* in the Ind.an Ocaan »raa 


srs - 

the Iraoiar aide. 

.. =,, a. 

by tha fba.nc. of an E-nbeoay in tovu , a * k . dur 

“»--r • rr ‘ rrr^vt r-r 

regard in.; >-n« It ..man •-** V!**Si‘co' lectler. i jm.ce*. .o.w an. our ..u»y 

SuS.*iT;SU« on iiforoatlon providod by SAVAK by 
Incr»«d Miooton enely... of lr.qt-lM»i« reletionehipe. 

th.c 

asst*rs 

equipped Iraq ard “ ,r f from Iranian production hava 
other lntaraota. In 19*5 wh *" oU * , , . cr0 „ the Culf, what doea the Shah 

peaked and hi# oil rich neighbors £ - u <u y, e »tlll claim and demone t> » ta 

Intend to do with hie accymul. od we.P 0 «r/ MlluU , o M ^ 

concern for the etab-Uty ° asaeaa the Shah's long-tan** 

t tutor Expended country-teem efforts to as.eee 
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objectives end to i 

are needed 
community , 


.r. needed e. well tr * n4 *‘ i " t,M> '“ 5 i«n 

peiellcl •tresa on analysis sarong the hashing? or 


* *cn. ..r.f middle- < v«l «v.-v*-niN*nr*2 — ■’ 

• . r,., <r/ . t trt ,«•*♦;;. - .he f-- ...m ? 

o.je it *,r,ij iJ t : 1 1 i a Lh*rn«»l*j ar^ fl) rh» rtui;ir#-»P» * 

rtir * 

nsc ?t * ff *0^. of 1 ",*: *. th# 
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frcTne *: t ! •_• S L t ua t ion. 


Wh*t 1* K.K.~ V>:rv I - HT: ; - - "” '■ Ko * onl * do “• »•*<* ,ur rher r*:Jectlo..» on 

s rrv : “r : ->=■»* swratt-- 

; . ;; ;"::.”;:;*.„r,:: sk-sk 

report* to him ire doctored by hi* aubordinata*. To whet extant dm «u-h 

rar^s— jteu: as* «£ r 

™°?* ? °** wh °* t * t,d that th »V do «ot have. adequate information end field 
» U b "t :*! rd i’ ' ,u « e ”J'>n t» Che throne. Uhet era th. mechanic** fho 
“ 4 b * th * lMdin * adtora* How will the Shah', pet pro<ect* - inlud'n! 
tha .conomic development program* — be affactad by hi* departure? ^ 
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11. Tho biographic reporting program natdi to b* r#-emph**i**d. What 
la sartlcularly naadad la not luat biographic data, but biographic analysis 
and lntalllgauca. Such reporting ahould concentrate on potentially lmporta t 
leader* including aenlor military officer* and the key Bomber* of the royal 
fa-iilv Some bettor way to tap the experience of I'.S. Security Assiaten e 
Official* and to acquire exiting reporting containing Information on and 
imoraaalon* of Iranian military officials la one auggaatlon for alleviating 
thle weaknaaa Additionally, an effurt muse be nade In Washington to ahar# 
and dlssamlnata within the Intalllgenca Community available biographic 
analyaaa. 

12. Reporting on terrorism has bean good, although we remain dependant 
on Information providad by SAVAK. Thera 1* a continuing need for more flret 
hand information about oppoeition element*. While It la a P ol | t * c * d i y ... . 
difficult and aeaaitlve matter for Embaeay officiala to meat with Identlf d 
opponent* TtZ Shab. tha Mi.alon ahould h.v. th. vid.at pcaaible rang. 

of contact.. 

11. a batter undaratanding la naadad of how ordinary Iranian, parc.iva 

their anuationa. For example, when the anti-corruption and ant -Inf a txo 
campaigns began, the Mission provided good r.porting of th. affacts of t 
drive* oa Iranian bualnaaamen. Such reporting has diminished, periodic P 
datoa are needed. Similarly, wa need more firac hand information on tha gr 
roots Impact of tha economic development plana. Have there been tangl 
economic galna at tha village level? 

U Other mattere dlacus.ad include tha need to obtain a batter under- ^ 

„ a€ c.vAK lta internal functioning, political reliability, and 

Enjoin t^hih ^Pelatad to information about SAVAK are jue.rion. concem- 
in, lta method, and tha human rights situation In Iran. *«P°”tng fro h 
Mlaa-on haa baen quit* good, but *v*n bett.r covarag* 1* needed In view of 
• continuing Congreaalonal Interest, 

ssa* : 

Qualitative wpioti Of manpower and tha efficacy of Mini $ r f 

effort* alto raqutra aapandad iavastigetlon. 

1*. Th. Iranian, ahar. Information i with u. “^d 1 "* £ 

ss.s.’ii r,si3~ i.uv a 


i 


ot Iranian official.. a Traaaury rapraaantatlva advlaad that mot* lnform.- 
•,«!* Nat! ,„jl Iranian Oil Company piannara and t.chnlclan. would ,,, 
i: „ P . l u ! l ° r «>•« oil lnduatry. sieilarl/ 

for /MI d * d * d * v *W®*nt of natural |aa raaarvaa and on pro.pacta 
of oil S' thlTs'S 1 r ! h *!I b ** n *° 0<l t,,>ortla * Warding th. barcaring 
0U,r.) hava not b.an 

but It id ' «m ISd’id S WaShln t,p0rt * d ,lnt * Ch * 

ly * MlUt.aru and SIT . Conaldarabla conearn waa arpraaaad durini tht 

M oi“!t thl Srt* 1 ?o* n,* 11 *l y ‘bout tha lack of rallabl. inforna- 

" k ,h Intalllganc* Community about tha t.p.bllfu.a of tha Ir.,. »n 
..mad lore.. basic OS TGlU data 1. .imply n,u ataUabla. Bwr.nvw 

wlflS-t * 1 }‘* ry v th "* t ' n<i > ,r * v * mn * r.glon.l b.lanca of torL. 
hi! Si! 1 * ckln * th * *ubatantlal US military praaonca In Iran. Thar. 

I** k ”? *° od D ! f,n “ Att,ch * Oftics raportlnt on military training, 

urovldld d “VS" U-!> ' f 0 "’f’ bnJ *» training Iiuf.l.n. on aq.4pin.nt 

el IraS. I h * Uc °P t *") h *» baan lnatructlva. b.ttat d.t« 1 . „„ 0 « d 

on Iranian conacruotlon of porta and baaaa. Unfortunacaly. Sac„uty Aaal»ta-.ca 

a SI rd tr * ,n ‘"* Ttpott *' tri * ragardlng vl.lt. to Iranian ban. a, 

uShlnlton! 4 *** “° l n ° W t0utln * 1) ' r<uchln » ‘b. Intalllganc an.ly.ta in 

18. Exc.ll.nt raporta hava baan racalv.d about Itan'a nuejaar davaloo- 
c*"*:, Any lr ‘ alc * tlon » ^at th. Iranian, at. proca.dlng with th. d.v.lop- 

nant of nuclaar waapona would of courao bo particularly important. P 

19. Koat Information now avallabla about military coproduction or 

poaaibla third-country tr.n.fara of hardwara la that provldad by tha comsanlaa 
themaelvaa or filad with tha Munition. Control board. Wa hava l aad aquata 
Information to allow Indapandant judgmanta oa auch mat Cara. It fa Particularly 
difficult to at.a.a ch. poa.lbla tr.naf.r of aophlarlfcacad U.S. technology 
llcan.od to Iron. Th. Ml. .ton ahould contlnua to monitor raportlng on 
military production to ba aura It dot, not fall baewaao tha military and 
•commie reporting section*. 7 

*.■ f 

. 20 • Cogildanatona for tha Futura. A numb.r of augga.tlon. for Increaa- 

Ing raportlng covarag. war. ral.ad by aamlnar participant.. 1 raconaand 

ISIS S S con “ d “» d futth « by tb. HRC Staff, in con.ult.tlo* with appro- 
pri*te Washington collection Mn<g«ri. * 


— An eddicional Eabsesy officer (possibly s political/ 

■12 i eery officer) would be helpful la securing s acre eysceeuclc 
Ml.alon affort to kaap track of algnlflcant da.Unga with tha 
Iranian Covarna«nt by U.S. contractor, and othar bualnaa.maa. Tbla 
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officer aught take i ij*t !uac in the .i.ufri.,; c r periodic 

couutry-te..fl; aswcabUiei.t » or the oigt.if lCahcu ot t I.e lull riiigc 
ot U.i. Activities to lean and their Impact on the Government 
oi Iran, on the Iranian citizenry, and on U , S . foreign policy 
obj e ot tree. 


— The potentiai of lire Security Assistance Or ganiz-'tlon 
needs to be mot* fully utilized. Reports of contacts with Iranians, 
training reports, rrip reports, and che like ..could routinely be 
mule available to ihv 1A0 and tiirougli that inine to tne Uosiungton 
community. 

bsClialjge eludchib. leathers, UliSSiol.ax'ieS , StC. Who live 

,.foc a ti»« in Ivan shoulo be debriefed periodically on a sel.rted 
basis for Information acquired via their normal activities. Perhaps 
the polltical/mllitary officer mentioned above sign; do chat ,n 
Tehran, CiA/DCfl could follow up ui the United states. " 

_ — A full list at U.S. businessmen known to la doing substantial 

business in Iras should ba mads available both to the Mission and to 
liitetested analysts in Washington. Analysts could then b« encouraged 
to uaa such a ragulsrly raviaad list as a kay to ths preparation ot 
tailored requirements for CIA/DCD collection activity in the United 
, States, The list also would facilitate efforts by the Mission to 
owq.kdep of U.S, businessman in Iran. 

21- Prioritized Information Meeds . 1 mill ba availabla to work with \ 
your Human Reaourcts Committaa to davelop a Hat of spaclflc prioritiaad 
info mat ion naada rsquiring Mission attantion in tha mld-carm futura.’ 
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IN TELLIGENCE COMMUNITY STAFF 



ATTACHMENT b 


FOCUS IRAN - AGENDA 


1. Evaluation o ( tha aubacanca of repotting on lha following elgnlf leant laaueai 

A. REGIONAL CONCERNS 

1. Prograaa toward achievement of an Irenlan-aponeorad mutual aacurlty 
,,uit of tha Persian Culf littoral atatee. Will auch a pact ultimately axclude 
the US from the region or imperil the uninterrupted flow of oil from the Culft 

2. Statue of Iranian relatione with Saudi Arabia. Doea Iran expact aub- 
vvi i. ion and/or ovarthrow of the governments of Suodl Arabia or Kuwait within 
the foraeeeablu future? If threatened, would the Arab reglmee heed tha Shah'a 
edmonltiona or accapt Iranian aid? 

3. CtfoEt; ? . y the Covernr.nl of Iren to pressure Bahrain into altering 
tea position on u ling MIBEASIICR in 1 V 7 7 . 

4. Indicetione that the Shah intenda to alter .he Irenien presence in 
imi.i.i -- either withdrawing hie forces cr moving to make their presence permanent. 
Chat ia the extant and nature of Iran'a bllataral aacurlty tlea witn Oman; do 
they Include policing tha Strait of Hormux and futura Joint military cooperation? 
Ia tiiara a common policy concerning "inr.ocant passage" for vessels ancarlng and 
leaving the Cult? Doea Iran aaak to eatabliah a perroanant operational beaa In 
Oman in order to project Ita power lato either tha Indian Ocean or Rad Sea? 

5. Maintenance of the Iran-lraq accord of March 1971. Are there any 
lnC icatione i?iat Tehran la reviving the Kurdrah war or permitting guerrilla 
operet Iona in Iraqi Kurdlacan to be ataced from Iran? la Talebenl'a Rurdiah 
National Union having any auccaaa In recruiting either Iraqi Rurdiah rafugeaa 
or Iranian Kurds? 

t, Statua of Iraqi-backed aubvaralonary efforts In Iran. Ie Baghdad 
providing support for terrorist operations by fedsyeen elements operating Inside 
Iran? What la the nature and extent of Iraqi aupport being provided to Iranian 
terrorist groups? la Baghdad promoting dlaaidance among the Baluch tribesmen 
or Arab inhabitants of Khuxlstan? 

?. Status of Iranian relations with Pakistan and India. Ia Iran (till 
committed to the maintenance of tha present state of Pakistan? Has Tehran altered 
ita policy of abstaining from any direct involvement In Pakistan'* Baluchistan 
problem? Has Baluchi unrest seeped Into southeastern Iran? 

6. Statue of Iranian participation in CENTO, the RCO and other regional 
cooperation efforts. 

9. Extent end nature of bilateral irritant* between Iren end Algnaniatan. 
Have there been any significant changes In Iran's aid program for Kabul? Has 
auch aid had any auccaaa In either moderating Afghani policies toward Pakistan 
or diluting Soviet influence in Afghanistan? 
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10. Progress coward implementation of the envisioned Iran-South Afrlca- 
Auatralla defence triangle In the Indian Ocean. Are contracte being implemented 
to effect the concept? Haa Iran taken additional atepa to gain acceas to (h* 
ex-Brltlah baaa on Gan I a land? 

B. ARAB- ISRAEL I CONFRONTATION 

i 

1. Changea in Iran'a policy of maintaining dlacraet but good relatione 
with Israel in political, economic and military matters. Ia Iran maintaining 
its liaison with 'Israel relative to technical and military intelligence? What 
la the currenc level and price of oil shipments to Israel? Ia Iranian oil 
continuing to be transshipped through the Israeli pipeline? 

2. Status of Iran's relationahigis both with Arab moderates and more 
radical elements -- including the PLO. 'Have there been significant changes in 
Tehran's associations with the Arab world, and what would be the likely regional 
effects of such changes? Do Iranian-Arab aid and trade patterns and joint 
ventures presage an increase in economic interdependence within the region? 

3. Expansion of Irano-Egyptian ties and their impact on Tehran's relations 
with Saudi Arabia, Syria, Israel and the US. What is the status of Iranian 
military training programs for Egyptlad personnel?- What is Irem receiving in 
return for such training? 

C. SUPERPOWER RELATIONSHIPS 

1. Status of Iranian relations with the USSR. Has there been any notlcm- 
able increase in Soviet influence? Have the amounts or terms of comeunlst 
economic and military assistance changed? Are there outstanding border dis- 
agreements? Are overflight rights for the USSR being continued? Are the terms 
of the natural gas exchange agreement being observed by both parties? 

2. Status of relations with the US. Have there been any changes in the 

pattern of Iranian investments of surplus oil revenues in the US and other 
Western nations? Has Tehran undertaken any actions to restrict its domestic ( 

market for US goods and services? 

3. Status of US nationals in Iran. Has the grotring number of US military tj 
and contractor personnel impacted adversely on Iranian attitudes toward the Ugf , v 
Are there any indications that the Government of Iren intends to take any actlona- 
that might alter the existing HAAG agreement or jeopardize US communicetloms, . , 
AEDS or covert facilities? Dose Iren contemplate wlthdrewlng it* extension of 

yrlghts to the US for temporary deployment of UB Navy P-3a to Bander Abbas? 

A. Moves toward the development of a mere independent foreign policy. 

What sentiment it there for assuming a neutral pottura in world affairs? Are there 
plans for reducing Iranian dependency upon the US or for curtailing US Influence 
in Iran? „ 
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D. DOMESTIC CONCERNS 

terrorists' public i~g« Bow the .order of US 
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4. indications of improved (or worsened) income ^riburion In Iran. 

Hove there been tangible economic *^«^e vH * ” Ja ^ 7 

political impact of growing economic awareneee among P 


E. ECONOMIC CONSIDERATIONS 
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5. Cheng-.* cur -ent t poUcleV^avAuer* 

ber^'.^nice^change/ln' ti. relatlonahip between the Central Bank and th. 
Ministry of Finance? 
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third-country transfers* ara"lran^ thu^'r' 0 “Production and 

•wnt of regional arms Industrie! in cant ^ or Participating In the develop- 
er Pakistan? H.ve™ere b«n t^T.““ !^* r Ulth Armb «“•*. Turkey* 
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r. internal power structure 
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C. MILITARY AFFAIRS 
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II. Identification of current reporting strengths and deficiencies: 

A. Within the Mission. 

B. External to the Mission. 

III. Mission assessment of the support provided it by the Intelligence Community. 

IV. Conclusions and recommendations for future reporting. 
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Human Resources Committee 

ASSESSMENTS SOBCOHMITTEE 


27 December 1976 


FOCUS Iran 


Part II: Action Review 


I . INTRODUCTION: 

The Assessments Subcommittee reviewed the Reporting 
Assessment (Part I) in its meeting on 30 November 1976. 
Represented were the National Intelligence Officer (NIO) 
for the Middle East, the Department of State, CIA, DIA, 
the Army, Navy, and Air Force, and the Intelligence 
Community Staff. Part II summarizes the general conclusions, 
observations and recommendations of the Assessments 
Subcommittee and includes agency comments about issues 
which emerged during the course of the Review. The 
Subcommittee was -advised that comments from Embassy 
Tehran on possible areas of interest to the Mission had 
not been received and are therefore not reflected in the 
Review. The Assistant National Intelligence Officer for 
the Middle East visited the Embassy, however, and discussed 
a draft of the Reporting Assessment informally with Mission 
Officers. No outstanding reporting problems or issues were 
identified at that time. 

II. CONCLUSIONS, OBSERVATIONS AND FOLLOW-UP ACTION: 

A. Concurrence in Reporting Assessment . The Subcommittee 
concurs in the Reporting Assessment's judgment that reporting 
from Embassy Tehran on most topics is satisfactory and that 
many of the information and analysis problems which do exist 
stem from the nature of the Iranian power structure. 
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B. The Shah as a Source of Information . In 
discussing key information iron Iran, Department o£ State 
analysts observe: "The Shah has ruled for 35 years. In 
view of our long-standing close ties, his consistency 
(beneath all the stagecraft) and his candor (within the 
Persian context), we know quite a bit about his aims and 
tactics. He is likely to see it in his interest to keep 
us au oourant in the future. Given the nature of his state, 
we will remain largely dependent on his soliloquies and on 
the ability of our Ambassador and others to pose penetrating 
questions. Realistically, we should not expect to get 
significantly more information from him than we are receiving 
now . " 


The CIA suggests that: "It would be useful to 
have alternate sources of information about the Shah. Of 
only slightly lesser importance are similar comments on the 
individuals close to the throne--those who advise the Shah, 
execute his will on vital matters, protect his life, bring 
him information, etc." 

C. "Memcon" Reporting . Department of State repre- 
sentatives suggest that "The Embassy should be encouraged 
to continue the flow of memoranda of conversation (memcons) 
and informal ambiance reportage". The Subcommittee underscores 
the value of such less formally structured reporting to 
Washington policy officers. It notes, however, that experience 
in this and other FOCUS Reviews demonstrates that Foreign 
Service memcons are normally not made available to interested 
analysts outside of the Department of State. The State member 
agreed to raise this issue with responsible officials in the 
Department of State and request their assistance in seeking 

a resolution of this difficulty. 

D. Information from Nonofficial Americans in Iran . 
Paragraph 20 of the Reporting Assessment urges increased 
efforts on the part of the Mission to obtain information 
about Iranian developments from the many American exchange 
students, teachers, missionaries and businessmen in Iran. 

The Department of State member observes that the Mission 
already maintains contact with nonofficial Americans in 
Iran. Other Subcommittee members who note that there are 
special restrictions on (operational) intelligence contacts 
with missionaries and certain categories of exchange students. 
They believe that concerns about overt and social and normal 
Embassy interactions with American citiiens, especially 
businessmen, can be overdrawn. The Subcommittee believes 
that the Ambassador is in the best position to weigh the 
opportunities and potential risks involved in collection 
efforts in this normally difficult and sensitive area. 
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E . Id entities of Am erican Businessme n. The 
Subconmitt'ce agrees that a list of U.S. businessmen known 
tu be doing substantial business in Iran night be useful 

to the Mission and certainly would be useful in Washington. 
Analysts could use such a list as a guide in preparing more 
precisely stated requirements for the efforts of CIA's 
Domestic Collection Division fDCD) in the United States. 

The Department of State member notes in this respect that 
"Section 36 (A) (7) of the Arms Export Control Act (AECA) 
requires the President to include in his quarterly reports 
to Congress, an estimate of the number of U.S. citizens 
present in each foreign country at the end of each quarter 
for assignment in implementation of sales under the Foreign 
Military Sales Program and commercial exports license or 
approved by the Office of Munitions Control". 

F. Militar y Reporti ng. The Subcommittee believes 
that the Report ing~'Assessment overstates the need for 
additional order of battle information. CIA notes that 
"basic OB and TOfiE data are not available for certain units, 
such as the Imperial Cuards Division." DIA points out that 
during the past 16 months some 130 reports had been received 
on military order of battls (10.8 percent of all DIA intelli- 
gence reports from DAO Irani. CIA analysts , however, have 
asked for additional information on overall capabilities of 
armed forces and military contingency planning as well as 
force development planning in the 1973-1978 time frame. 

The N10, who attended the Part II discussions, agreed that 
it is not tiiat basic data are not available but that there 
are important gars, a point that is concurred in by DIA 
and CIA. 


DIA holdings support the need for more data on 
Iranian military bases but reflect inadequately stated 
requirements for information on these installations. In 
responding to requests for improved biographic reporting, 

DIA states: "Biographic reporting received on Iran amounted 
to 6 percent of total reporting (vs. about 12, percent for 
overall DIA biographic report receipts). It should be 
recognized that our analytical resources are limited and 
that biographies remain a relatively low priority for DoD, 
other targets considered. There is, however, close a.~.d 
continuing coordination between DIA biographic analysts 
and the CIA Office of Central Deference (OCR; , which has 
authority to task the Defense Attache System through DIA. 

Me appreciate the need fur improvement if. analysis by the 
field collectors witn respect to biographic importing. We 
will, therefore, highlight this need in our li December 1975 
DlAgram to collectors in which we will esk for the reason 
why a particular hiogra.’hi * ’eaort js bong prepared, and 
request judgmental information op the sphere of influence 
and authority exercise-* by the key military leaders reported 
on 
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C. Security Assistance Organization Information . 

The Sul'iTomml ttee believes that this major official DTS. 
organi ration in Iran is in possession of extensive informa- 
tion at, out the Iranian armed forces, military bases and 
personalities- -acquired during the normal course of its 
bus i ness - -whi ch has not been readily available to intelligence 
analysts in Washington who could use it. DIA states that 
it has addressed this continuing information problem with 
both tl Office of the Secretary of Defense and the Defense 
Attach* in Tehran and notable improvements in the 

working relationship between the MAAG and the DAO in Tehran 
have occurred in recent months. This is the fourth FOCUS 
Review, however, in which the Subcommittee has called 
attention to this issue. It recommends that the Intelligence 
Cunmunity Staff pursue the matter on a priority basis with 
the appropriate authorities in the Defense Intelligence 
Agency and the Department of Defense. 

H. Ad ditional Staffing . The Reporting Assessment 
suggests tTie need for the assignment of an additional 
reporting officer to Embassy Tehran. Department of State 
officials do not share the justification as stated in the 
A • :-ssment. Treasury notes that the economic section is 
c tent and fully utilized, but overextended. The 
S*. . :,j.i i ttee does not concur in the suggestion. It believes 

that Washington collection managers and the Chiefs of Mission 
concerned are best qualified to determine the extent to which 
judgments and findings contained in this or other FOCUS 
te.,i»'s provide useful contributions to management decisions 
with regard to staffing for which they are responsible. 

I . I .low - o n Guidan ce . The Subcommittee recommends 
that the Human Resources Committee working closely with 
the National Intelligence Officer and Washington policy 
officers draw up a prioritized list of national information 
needs for transmittal to the Mission. 


David*\J. Carpenter ’ 

(Department of State] 
Chairman, Assessments Subcommittee 


4 



152 


DIRECTOR OF CENTRAL INTELLIGENCE 
Human Resources Committee 


Office of the Chairman 

HRC-C-77-043 

1 7 MAY 1977 


The Honorable William H. Sullivan 
American Ambassador 
Tehran 

Dear Mr. 

In transmitting the FOCUS Iran Review to Charge d' Affaires 
Jack Miklos in January, the Acting Director of Central Intelligence 
indicated that a limited prioritized list of items of national intelli- 
gence interest would be provided to the Embassy. Attached is the 
promised list developed by the Human Resources Committee with 
the advice of the National Intelligence Officer for the Near East and 
South Asia. Since the list is concise, no order of prioritization is 
indicated. 

This guidance is being provided to you separately from the 
FCCUS Review, and it may appear rather skeletal in form. We hope, 
however, it will be of some use to you as a coordinated interagency 
expression of the most important Washington information needs. 

More detailed guidance is provided on a regular basis through 
departmental channels. 

As we gain experience in the FOCUS Program, we a re hopeful 
that these assessments of human source reporting and the reporting 
guidance which flows from them will simplify and facilitate the work 
of the overseas missions. I would welcome any comments that you 
may have on any of these matters. 



Sincerely, 


Ambassador Edward S. Little 


Attachment: 
Guidance Package 
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The following Is a list of general topics of interest to the 

intelligence and foreign affairs communities. 

I. Political 

A. Internal 

1. Long-range objectives and policies of the Shah 
and his key advisors, both civilian and military. 

2. How and by whom major political, national 
security and economic decisions are made. 

J. The role SAVAK plays in the government. 

4. The Government of Iran's involvement in 
human rights violations. 

B. External 

1. Sources of foreign military threat to Iran. 

2. The balance of forces in the region as it affects 
Iran. 

J. Relations with the Soviet Union and the Gulf 
countries, particularly Saudi Arabia and Iraq. 

U. Economic 

A. Economic development programs, especially the 

National Iranian Oil Company strategy and sales 

policies. 

B. Plans being formulated for nuclear development. 

1IL Military capabilities of the Royal Iranian Armed Forces. 
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Part I - Policy Asuoosmontu 
A. US Interests in Iran 

1. The United ’States and Iran were drawn together at 
the end of World (Mr II through a mutual interest in con- 
taining Soviet expansionist policies. (Northwestern Iran 
was occupied by the Soviet Union at that time.) US-Iran 
relations have been animated by this shared interest ever 
since, and a number of cooperative arrangements were made 
to promote the achievement and maintenance of this common 
goal. At a time when we were in a position to do so we 
placed a security shield around Iran through a bilateral 
commitment to come to Iran's defense if it were attacked 
by the USSR or its communist allies. We also associated 
ourselves with the Baghdad Pact (later CENTO) in part for 
the same purpose. Concurrently, we undertook an extensive 
program of economic, technical and military assistance to 
enable Iran to defend its own interests and develop its 
resources in an environment of internal stability and 
economic and social reform. Many of these programs 
achieved their purpose and were terminated. The only 
arrangement of major significance still continuing is in 
the military assistance field, with the US providing arms 
and technical support now paid for fully by Iran. On its 
part, strategical ly-placcd Iran provides us thu sites for 
| valuable and not easily replaceable intelligence and j 
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c j. : j:,u n i c'i t i o: . r> f/icilitiics, as wolJ etr, tv;;ji:rocJ overflight I 
rjahls through our only cafe ar.d available East-desk air 
corridor in this port oi : the world. 

2, In the meantime the quality and nature of the 

relationship has evolved, although its underlying purpose 

remains essentially the same. As Iran developed, began 

to prosper, and to gain confidence in its own capabilities, 

the US expected and asked Iran to play a more active role 

in the regional and international arenas. In large measure 

the 

Iran has been responsive within/; framework of what the 
Shah, Iran's principal policymaker, sees as a "special 
relationship" comparable in some respects and for much the 
same reasons to the US relationship with NATO and Israel. 

At our request Iran participated in the four-power commis- 
sion in Vietnam and provided our South Vietnamese ally 
with military equipment. More recently it sent a military 
contingent for truce supervision duties on the Golan 
Heights. At our behest it has provided financial assist- 
ance to Egypt and a number of other needy countries in 
which we have a shared interest. Iran has been a major 
contributor to IFAD and was responsible for providing the 
final increment which met US conditions for participating. 
Iran has also played a moderating supportive role in 


regional affairs, conciliating local disputes and helping 
|Omen put down a communist-suppor ted insurgency in Oman's 
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f aoutiioin region. In su:n, commensurate with its ability 1 
and influence, it has played a constructive and helpful 
role in matters of direct US concern. Over the foresee- 
able future principal US interests in Iran are as follows « 

(a) Maintaining a stable, independent non- 
communist and cooperative Iran which has the strength and 
W H 1 to resist potential Soviet aggressiveness, whether 
direct or indirect, and to continue its role for stability 
in the Persian Gulf, Middle East, and South Asia; 

(b) Safeguarding a reliable source of petroleum 

to the West, Japan, and Israel at as low a price as possi- 
ble (a priority consideration for NEA area-wide policy) , 
bearing in mind the limited leverage we possess on Iranian 
price positions; 

(c) Fostering greater Iranian support for the 
Carter Administration's emphasis on improved human rights, 
nuclear non-proliferation, and restraint with respect to 
conventional arms trausfers; 

(d) Maintaining US access to the Iranian portion 
of the vital Turlcish-Iranian air corridor (and access to 
Iranian ports for US vessels) in support of our 3hared 
security interests; 

(e) Maintaining use of Iranian territory for 
special intelligence and communications facilities which 

| could not be relocated elsewhere without a significant 
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(f) Maintaining access on favorable terns /or 
American goods and services to the rapidly growing 
Iranian market, as well as continuing US-lranian financial 
cooperation; 

(g) Maintaining an effective and cooperative 
dialogue with Iran on a host of multilateral economic and 
political questions such as North-South economic coopera- 
tion, Arab-Israel relations, arms control, Indian Ocean 
and Persian Gulf issues, and Law of the Sea; 

(h) Encouraging greater Iranian cooperation in 
our worldwide anti-narcotics efforts. 

B. Overview 

1. Two of Iran's basic policies most directly -hap sd 
by its proximity to the Soviet Union and its assessment of 
Soviet intentions are its military modernisation program 
and repression of internal communist activity. These ere 
alao two policies most likely to be brought into question 
by the new Administration's emphasis on limiting transfer 
of conventional arms and on human rights. Lack, of agree- 
ment in either area is certain to influence adversely the 
measure of success we have in furthering our other 
interests in Iran and, to some degree, in the region. 

2. Our aging security commitment to Iran is no longer 
| credible. Kith US encouragement Iran has seen its only 
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("viable alternative as military self-sufficiency— although 
it has no illusions that it would ever be in a position 
singlehandedly to deter direct Soviet aggression. Thus 
it has embarked on a large-scale and expensive military 
modernization program and the acquisition of highly 
sophisticated weapons systems, principally from tha 
United States. It measures it3 need against its assess- 
ment of potential threat from its neighbor:-, particularly 
the USSR and Iraq, and the kind of military establishment 
it requires to defend its borders and their approaches 
from any direction. 

3. The question of what may moderate Iran's military 
build-up is key. The Shah has already indicated that if 
the US cuts off arras supplies he will turn elsewhere. 

Recent significant purchases from other countries, includ- 
ing the Soviet Union, lend substance to his determination. 
Full success in curtailing Iran’s arms acquisition program, 
therefore, can only be achieved by a general moratorium 

of arras transfers to the area by all arms suppliers. In 
our judgment unilateral efforts will not achieve such a 
purpose . 

4. Between the extremes of a total cut-off and 


unlimited supply, however, we believe there is room for 
maneuver. The outcome will be influenced by how effec- 


tively and persuasively we can move toward reaching 
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to the US-lsraeli rouel. it would inv-.vo tot only 
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environment but also a rsthorticnl examination or Iran's 
financial and human resources, its infrastructure and its 
absorptive capacity. Such a cou.sc o' action would ro- 
T-tiro dedication r.f • ■ oh.-.i- .V.’.y . , t p , tsr ;V .„l not 

presently committed ntt cither the •lashington or Tehran 
cn:, a. It would also -.s ..-a c - •• -nr! 1 ' 

on the Iranian side not. yc ■; tested fully, however, in 
t..M absence of such .for-., uni]at,r..l C53 decisions 
to cut back supply to rran vould be interpreted . : . 
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t° W; s.ern liberal values. The 
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I I.:, tradition although it has been in the vanguard of 
, '.aii. human rights, such as religious freedom, cherished 
in '.h.* West. Land reform, mass education, women's rights, 
and cider social and economic reforms have only recently 
(W, the 1960 1 s and 1970's) been introduced against exten- 
JiVC . conservative opposition. There seems little doubt 
that even/lbe limited advances would not have been 
achieved in the absence of the strong and determined 
leadership of the Shah and his father before him. Within 
these same few decades the Shah has been challenged by 
both the communist-supported Left and the land-owning, 
conservative Moslem Right, and on several occasions 
brought to the verge of collapse which would have probably 
entailed a reversal of Iran's pro-Western orientation. 

6. Most recently, Iran has had to contend with small 
but dedicated and loosely-knit congeries of Marxist- 
Moslem oppositionists who have resorted to terrorism and 
violence in attempts to overthrow the present order. 

There is evidence of outside support for these efforts. 

Tha regime has responded vigorously, although not always 
efficiently. Its successes have been mainly at the 
popular political and economic level by pre-empting the 
programs and policies any conceivable opposition might 
advocate and co-opting many potential oppositionists into 
^legitimate activity. Shaa What remains is an oppositionj 
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i/ith few policy ilnu fceyonu a generalized desire to 
supplant the present leadership in power— a pasture that 
does not evoke any wide popular support in Iran. The 
regime's attitude toward this opposition, which it con- 
siders to be mainly communist-oriented and/or inspired, 
is harsh and regulated by laws akin to those that were 
being advocated in the United States in the 1950‘s, 
further, its civil court system is clogged and subject to 
much criticism for its inefficiencies. This situation, 
married to a mish-mash of Napoleonic and Islamic codes, 
results in the design of a judicial procedure to deal 
with security issues alien to Western (at least Anglo- 
Saxon) concepts of due process. There are probably about 
3,500 "political prisoners" in Iran although Amnesty 
International and similar groups have claimed that there 
are up to 200,000. Among these the large majority have 
engaged in or conspired in acts of violence. What we 
confront, therefore, in advocating the adoption of human 
eights policies more attuned with our own concepts, is a 
fundamental difference in legal and attituUinal postures 
not unique to the present regime and deeply imbedded in 
the Iranian tradition. The present government is not 
indifferent to our concerns or unalterably opposed to 
change. We have seen a modicum of improvement in this 
lJL rea * and wa believe we can expect more if we proceed j 
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7. Another area of difference concerns oil prices. 

, , .in baa consistently arc; nod that (a) oil price rises 
h .-/a not contribute* as much to th,- West's (or wen tCC) 
economic woes as Western co,....?nuutors suyi (W oil 13 * 
rexonrea to be conserved and higher prices encourage 
c, velopne.it of alternative energy sourcesi while (c) Iran 
t i i .3 in raising the price of its "ain ‘--port in 
of rising pricer, -for Western goods, both militarv 
non-military. This i# a position which Western «*rg.;- 
. ,nta have not succeeded in eroding, hevelo; ...cuts over 
th.- next few veers ( a eh as eho preswf two-t i<v quarrel 
U o?KG) could conceivably load to so.v chipping away of 
Iranian resolve, ha., over, the Shah has taken the Portion 
that oil policy is an economic matter, not to. bo affected 
hy political consideration!. . '(He therefor. .. .fused to 
join in the 1913 Arab embargo end continues to be the 
najor supple of oil to' Ureal.) Wo can, and should', 
continue to present cur viewpoint on oil prices’ (and 
supplies) on a ru-jalar basi; #> Waiting a cw.i.inauvj can 
tativc dialogue vtih the T. . i..as no that over Ucc - 
v,ight erode those* of their arguments tor which, fe have 

■ affective counter-argur.er.tn.-'v.e should continue to study 
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B. C«r uvi.’ •..-.•c indict -as t'. . Si.r.h is sincerely 
convir.-'-d of ;h . ensj for . ucl* .>• no.'~t>rol i r .. •itit'u In 
Jr.:. .'a i.l '-ho s.ro lino, he co::.:ii t uoi to a 

lio.ivy ii vestment i:i p< :.cc "nl n... loar en«rt;y develop! -c-nt 
and cd.» ' os.-.c J L : vat I s . r fuel 'it the 

future. I ran h: .. 'vnay ben l.ojt i't South 

Africa, Hai’oi, : a : < !. f o foi d i vci oi liud (sources of 

. 1. ' - !. ■ .; * o ('--lit i ini'* t<* ho Int. rctN'd 

a i.;> ViUtichsBsr.t plan '.a aiv.'. similar tcohnolo ;y , gauging 
tie c r r "■ • <■ : I’.i.s ; i 1 1 , the LTG on 

worlds/i'' Rtc,l(--... <:■ ' y the dey-ee. of U» cooperation 
it yai 1 . on ttli O'... I c II ; at e.ItUluti StippiiGrf of Cuol. v 

9. Tho US t. it, {•■: r'iii.ii'1") U;- '.-os', exporter 

to Iron of non-MilU..: i y (• -• v.-i! .;i t.i’ ;) goods and 1 
services, Tho dip in vi.s to />■ ■■ -..t J.*: . '“'.a 'billion 

of non-military UP' t i^iv u to lr...i t «. .ut<d to rise 
through the conit ; year Va . ap."' ::i - tto its 1275 plateau 
of atom $3.3 billion. would i-xptct it to rt-uin 
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• lv. In : icleil ' cwonw and political questions I 
Iran will proba'iij' continue to bu torn between (a) caution 
to avoid collision w.ita I-DC ini <.-rcst3 on the one hand and 
< la) sensitivity to K’J r.t lining good eolations with the 
major developed countries. In tor th-South forums Iran is 

V 

lively to support tho LDC point of view, but its enthusiasm 


will vary from issue to issue. HAD is another instrument 
which will be important to Iranian policy (particularly if 
WAD headquarters end up in Tehran) while its role in 
older International bodieu*or groupings such as UNCTAD, 
GATT, and even the G-77 will continue more passive. 

11. Iranian students in tho US remain probably the 
largest contingent from any foreign country and can be 

'expected to rise in number beyond the estimated 30,000 
now there. Thia will not chango tho Iranian Government's 
jaundiced view of radical Iranian opposition activities 
in thn US and Western Europe, but the issue should remain 
reasonably contained as long as both lean and we keep it 
in the larger perspective of our overall relationship. 

12. There are some additional policy aims of the USG 
in Iran such ss winning Iranian cooperation for an 
affective program against opium production in neighboring 
countries, getting Iranian votes in UN bodies for a 
variety of USG positions, sto. However, these, along 
■with the more major interests already mentioned, are i 
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'nutimlly intordepandent and derive £rcm an overall 1 

climate of friendship and cooperation as it continues) to 
bo perceived by the Shah. 

C. Objectives, Courses of Action, and Issues 

i. Our objectives ore those outlined in Part A as US 
interests. Principal courses of action In support of 
theso interests or objectives aro as follows) 

(a) Continue the sale of conventional arms to Iran, 
attempting 'through closer technical consultation between 
the US and Iranian defense establishments to convince 
Iranian policymakere of their own interest in being store 
selective and drawing out the pace of anno modernization 
for more effective absorption. Emphasize our mutual 
interest in a strong, secure Iran through close consulta- 
tions between the two governments, including adequate 
exposure of the Shah to the President end the Secretary 
of State, es well as frequent contacts at sevorai levels 
involving high officials in Washington as woli as the 
Ambassador and his staff in Tehran. Note at the same 
time the USG's basic commitment to a lower lovcl of 
armaments throughout the world to which we hope and 
expoctlran will make its contribution. The chances of 
our achieving Such e reduction of armaments will be 
enhanced to the extent that we cam (1) convince Iran of 
jou r continuing reliability as a supplier of needed arme | 
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al'pport ( tfc . . • ..w; l.jXoc.tnj thn 

Iw.xa of rit;« tjvn., ’ v f ' >1 .•!;> - ; "-*v ’ c;.4 ecc-ty 

attrition ia sl.-» ro-;;-.t er„ ft i .U. ft, thro..;:. «ce!» pa-.-uJi’a 

£ 2 VC;1 0 X t ft , . S ft ?c. ■ :* f,OtO ’«■ - >.V<vi ilt’..'.tft’.CT‘U \ * -* S ^ ~ 3 ft - ‘I 

porhupa with »n ;»r.u*;s.v. .!» or ft r'<r' : rinq- 

ful JrUiiwPaJUfttuni r.ii -i :>>S. - .-i. t . (Vote in this ■■■■■■■, y.c- 
tioft i v i, >' • •' 

Idftiqft Ocean would not 'in is elt Su'-'- ' irani.n oo.jecrii 
obo\:-. th.< fa- in '.ft ft : ’-v-3 ci.nh aft In ’in «- 

Iraq. | Tho Ar.:;.u;:[/.v>At: . ' ovon if j?n*v down In' 

llUPiji should «5ft»hl,V.'v Vi { » * ‘-ft'*-' •-!' ‘*0 

large numbers of W9G and pels..*.'- (.cuhnleul personas t 
aasiatir.i; If.Hi'a riijitaiy iw ■ - ui Lion through . • - * " f 0 

paid for entirely by tho JranUnu, An Inoroaso in tha 
personnel of %'\a i.xhassy'n 'IVO/hUi, Ps should holy 

give tU root ion to this wffort, 

|b) Evince continuing lift poncern for turnon right* 
in Iran both in tvir.s of Tran's image as a do facto ally 
of tho Ud and for Iran's own future stability in which 
the OS is in U rested, Avoid ox cuttuidre denunciations, 
or excessive uoc support for critics of Iren's hur.un 
tight# situation, but wotk parstatently Iranian 

policynkcr# a no tha bureaucracy to identify arena in 
jwhich liberalisation of Iranian law or praotlca will hot__j 
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>Ufis :i:.r v .> in Israel ov t v,.,;. 

Hi pticu is pot significantly put of |imi with 
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I'.t) Continue our d'..U*.jiio with jrjn to maintain 
001 con.niitruiit to ana aso.* rter.ro on rton~proX if or <j t ion 
matters, rt (.ViaJfi ho in our interact r.-j Xp assure 
ipnn of « reXiah.'o supply pf fuel fpr its growing poace- 
fu’ nuclear or orgy progtmi, In jrqturn w j should he able 
lo cai \ on Iran for afl.iir.tanca dissuading othars frgn 
pursuing nuclear proliferation, »s Iran has ttan useful 
in tho past (e.g., with. Pakistan) , 

| (°) Continue our Intelligence cooperation with _J 
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to as to iwiia u coatin'... I',' Unproved joint 
product and domcnuCrala ou** continuing interest in 
security at a tir.a v'l'.sit wo shall bo urging smaller# 
selective purchases of arms. 


Iran's 

more 


(f) Continue oar strong support of private, non 


military US commercial exports to Iran through our 
Embassy commercial officers, the US Trade Center, and 
special trade fairs or exhibits in support of our world- 
wide commercial programs. Continue a steady level of 
economic and financial reporting to keep up with changing 
trends in Iranian economic behavior or perceptions 
(e.g.» us companies interested in possible barter agree- 
ments utilizing oil). Maintain our interest in Iranian 
agricultural production through Department of Agriculture 
representatives here, noting that continuing improvement 
in Iranian agricultural production assists the process of 
social as well as economic development, and thus political 


stability. 

(g) Continue an effective US IS cultural and 
information program as another means of assisting Iran's 
development, demonstrating undiminiahed US interest in 
Iran's future, and continuing to build ties with Iran's 
opinion leaders in education, information, and related 
fields which in the long run should markedly assist 
j Iran's transition to a more democratic environment. 
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(a) «M.so grcia'.cr poop? o- to -people* con- ! 

; • . th.-ru/i the stwa o.r Iranian visitors to the US 

' u ‘ ;r “truer oi Irani n students studying there. 

a.-U' 'unto m-.nnng of tha Erbassy ’ s visa services is 
x O', hired. 

(i) Dy the same token, adequate manning of 
American rorvicisa and protection of US citizens are 
necessary to support the large American presence in Iran 
and avoid ur.ii.tcossni.y strain in people- to-peoplo relations. 

(j) 'through tore frequent exchanges with Iranian 
official:, in a variety of ministries and organizations, 
as well as the MTA, seek to win increasing Iranian 
support in i ufcx'nntional fora on both economic amt 
political italics of continuing concern to the USA. A 
greater degree of Ki.ibar.sy officer time than in the past 
has been and will continue to bo allocated to this task. 


(k) Maintain an adequate anti -narcotics program 
in Iran, through the agency of resident end visiting DEA 
agents, so as to continue gaining Iranian cooperation in 
limiting the production of opium in neighboring 
countries and the transit of drugs to the US, as well as 
minimizing drug problems among the American community. 

2. Issues. 

(a) The most critical issue in our bilateral 
^relationship is an early Washington decision as to the j 
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l a labia*; a l..orc gradualist ay avouch 
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mUi put pm witty. tin >. vi. n cv.-j. rate in, US« criteria to 
•; f tvo b<>’ ’• T r.-.r * .• «:• •'* ■■i.iDvlf, hill, U3 

uji'orls in this line r.unfc aiw ij'.i bn pert, ivod #c thorn) of 

r» ■ ' * 

a chiv'bi t'.y’ , h-as on t;o.i.nior. . . i * • : , and 

• #'• . V A 

boar no rpi no nwct-hUnco to .T*aniati iro-iorice of 

c..f. italatc* y and co . r, •, ia l no.' a 'it*. . .. on I . a.. by 

>.< 

Wuctccn t't- '.’erjii'oiits tho prt, 

(cj i’uriy V.’a;.. i inf tor. attention to the question 
of itf tttrinri oJenuitc , relin!- ’•» nuclear ouj vly f^r 

countries like ir»n which’ are (sharking on ambitious 
nuclear energy develop .mt p i .'cjrans iq a vorthwhtlo goal 
in itself iaJ should have the valuable side effect of 
i nauring ec-clve Jn.uian support for our worldwide nuclear 
i ia-pro|i f ration effort a. 

| (d) finally, u relatively Minor icaue is I 
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. Criticism of the regime tr, fircign nev-spsr'*^ 
TTn , : which circulate freely here has 1 •**« 

tSlar-iMd «?U«i»eh hardly welcome. This has not be,,, 


. J, >> T f n 

■n 


od although Ciarui-y t" '7i „ s 

£ huv/bccoau- increasingly «laxed or, J^Vshah him* 
indeed much of the impetus has come ns have 

and government spcnscreo u °™ e rr l nen l: policy 

beet, formed to 

JSuSV'S? asseciaied with terrorist organizations^ 
outside official ly sponsored channels. ^fUile^r., 

carefully phrased che> Cc.ll i n , c n fcC tual freedom of 
not rule and tor a revival of intellectual £jV orn- 

expression. Whether more is to come and wn »- J- . 

SSI «m do about it remains to be seen But t he do . 

covJ.d be construed as endorsing the sujstancc of 
criticism. Knd Summary . 

Attachments: COi’riCE'JTI'X 

1. Letter to 

2 Letter to Prime Minis — 
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Page two 

tlnckHrou.id . Twi.ce in Lhls century attempts cc emulate 
West era iw;;s p. -cpre v. tativc y ..vetnt.cnt . multi-political 
parties.. irivM,: «>f cn. and i ri-tit to dissent have 
l)Con tiled anu liiticd :n Iran, These are concepts that are 
essentially a.icn in this ancient monarchy. Loyaltii e and 
lnui-ests are traditionally in order of priority to family, 
trine and only distantly to the monarch anti the nation 
Cooperation, group efforts, .and working wiLhin institutions 
are not part oi the Persian heritage and their absence 
accounts in substantial measure for past failures of 
Western political values to take root and grow. Dissent 
and opposition have been seen generally as attempts to over- 
throw the established regime and to frustrate its objectives 
Nevertheless the notion is gaining strength chat Iran is not 
an island unto itself and that in must accommodate to 
outside^ ideas and influences. One response has been to 

boundaries n3trUCtiVe cricici8nl " but kee P il; within manageable 

Some intellectuals and conservatives had not found thia a 
sufficiently adequate or satisfying outlet however. A 
kernel of the old fanatical religious groups have continued 
in being and the Shah s regime has constantly felt itself 
under challenge from those who still believe that the 17th 
century Sdfavid dynasty reached the apogee of social 
organization and development. Religious opposition to the 
government has continued and even grown as the pace of 
modernization has increased since 1963 at the time of White 
Revolution. Terrorist groups, probably under the aegis of 
Mujahidin- e-Khalq (People s Strugglers) . began recruiting 
impressionable youths from deeply religious Muslim back- 
grounds Most of these younger people began by being aghast 
at the Shah s reform program, particularly land reform 
(peasant habits changed slowly) and giving women the vote, 
i he GUI has kept a close eye on the leading radical < 
moving to discredit some, simply watching others . 

In the same period, 1963-1975. left-leaning members of the 
National Front, many of whom had been Tudeh (comaunist) Party 
members discarded an active Interest in politics. Some 
became coopted. Impressed by the Shah’s revolutionary 
reform efforts. At least two became ministers. Most how- 
ever, simply dropped out of politics and became apolitical, 
several remained university teachers, some went into 
business (and became well off as Iran’s wealth grew rapidly 
in the late 60 s and 70’ s). Many remained privately critical 
or the Shan, cynical about government, and unwilling to 
participate in regime-sponsored activities such as the 
Resurgence Party. Not a few came to accept Che country’s 
development, but centered their criticism on the lack of 
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Croup mt.nl. or v/lio ij alto a L’HtS local employee, many of the 
members ovress.-c! a proio-f t. distrust or antipathy toward 
cho COT. durii.,* an off-the-record questlon- 

and~«nsw*r tesi.i o . with the frime Minister, the integrity of 
the govornavi: wan directly impugned and its performance 
ridiculed, for .r.e >asc r..o tombs, the 110 has been recast 
as the GOI's "watchdog" agency to adjudicate citizen 
complaints , to c.o iduct independent investigations and to 
prepare reporta ‘or the Shah. It is the most powerful and 
effective of the three groups-and has the full confidence 
and support o£ the Shah. The only question remaining is 
whether the Sh.'ih and the Prime Minister will live up to 
their promises and be able to convince a skeptical public 
that they mean business. , 

Sources close to the Prime Minister ass eV t that this care- 
fully orchestrated campaign to open up and permit more 
criticism of the government was initiated with the Shah's 
blessing and the Prime Minister's recent actions lend 
credence to those reports. Speaking to the press on 
July 3 and to the l.C. on July 12, Hoveyda said every 
Iranian has the right to criticize and differ in all 
national affairs except where "the essence of Iran's nation- 
hood is concerned" (i.e., the Shah, the Constitution, and 
the Shah-People Revolution) . He stated what has become the 
government's position: "There is no reason why a country • 
that has, thanks to the Shah's leadership, reached a ■ 

position of strength from one of weakness should be afraid 
of criticism." How this will eventually work out In 
practice is not yet certain — following a Kayhan editorial 
of June 7 criticising censorship as bad for Iran , the ' 

Prime Minister is reported to have telephoned K ayhan ' e 
editors and stormily accused them of going, too "far too fast 
when they echoed his own criticism of present censorship 
arrangements . Nevertheless, it seems clear that the GOI is 
adopting a more tolerant basic position regarding opposition 
to government policies than it haa in some time. There has " >' 
even been stray talk of allowing • second political party, “ 
but so far it remains just that— stray talk. > 

Stirring of Opposition ■[ • 

• ■ t t »*•:/*.,* i 

Other signals emanating from tha GOI--the Military Court 
Reform Bill (see Kef C), and counterattacks against inter- 
national chargcn of torture in Iran (Ref D) have led some •' 
formerly apathetic individuals and groups to return ever ‘ - 
so tentatively to the political arena. This has been rein- 
forced by their belief that the danger of repression is lese 1 1 
because Iran wants to open up a bit, and the new U.S. human ‘ ’ 

rights policy has pressured countries in general end Iran 
in particular to exercise police controls with mors restraint < 
on dissldenca. 
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Tln> n-.osi v'.iu'ili, i'-iuIi Mi-»* ni ihlii "reawakening" are two l.-r.eis 
;;li i cii have I.. ■ t : .ivul;'i Ing uriv.italy, one' addressed Co fits 
Shah, i he . 1 .• 'ii I’vi.v- Klntf. v or lloveyd.i. The KiCassy has 
til. ei.: ■ 'n r. uinl i lc..i.s 1A! e J then ir.i‘:»ri.ialiy 
(aiLiic liir.eni'.r. on,.: unci t wo ) . 'iln; tetter lo the Shah is 
firobr.blv as ay. 1 culnto a statement of the liberal njpira- 
vioijf! of the t:. -II,' -:■"*! ion;.:;!;- is available, m'.i was 
written by twelve individuals, i.-ree 01 whom signed the 
letter. All three senior national Fro.iters, one an 

ex-minister or justice. Several individuals close to this 
circle say there are others who are considering ways to break 
their silence. One prominent ex-Fronter, the grandson of 
Prime Minister Kossuth cj . has indicated privately to friends 
that many of she "old circle" remain, and if there were a 
"crue" liberalisation, there would La. more such activity. 

Most of those involved with the letter to the Shah have been 
in opposition to the government, either tacitly or openly, 
since Mossadcq's time. This led Resurgence Party Deputy 
Secretary Central Darius Homayuun to refer publicly to 
"political fossils" who criticize outside the accepted 
channels with the same old shopworn ideas. 

The second letter, addressed to the Prime Minister, was signed 
by 40 intellectuals who form the Writer' s Guild of Iran. 
According to FJl'._I., a local political review (see attach- 
ment three) it was actually part of a series begun some 
months ago. According to two sources in Tehran, it represents 
a line of thought that, has been prevalent in oppositionist 
circles for several years, one that has even been played by 
the clandestine radio Peike Iran off and on in the past. 

According to one of the signers of the letter, all 40 signed 
"because the government wouldn't dare jail all of us in the 
present climate on human rights." The list of signers is 
a reasonable Who's Who of older intellectual dissidents, 
many of whom have been or are connected with the arts or 
teaching. Dr. Gholam Hossein Saedi the subject of II. S. human 
rights inquiries was a prominent author who spent time in 
jail. Ali Asghar Haj -seyd-Javadi is. a prominent anti- 
communist intellectual who was very annoyed when clandestine 
radio Peike Iran. picked up one of his articles two years ago 
and reBroacJcast it. Several others on the list have back- 
grounds ranging from near-Tudeh to National Front . 

To date, the GOI has not reacted openly except to denigrate 
such offerings without mentioning names or otherwise giving 
them publicity. Those who wrote the letters and otherwise 
identified themselves with the sentiments contained in then 
arc waiting to sec what the government will eventually do. 

Their hope is to stimulate more criticism, perhaps heading 
even closer to the edge of directly criticising the 
"untouchables"--Constitution, Shah, and Shah-Poople Revolution . 
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i ni|S_ Unrc »j; 

Ac; ivi Lif • of re Unions groups over ih« past six months have 
shown ... t * itviV.g . 1 i.v.i'.h less . s known In detail 

about them. ktgt.r .unJ iWislirs have I ried to interest 
foreign human ri 'nts g roups in the fate of those charged 
with ki J ling A -..• li b Sh maubadi (Ref E) on the grounds 
they were relirious martyrs. This does not appear to have 
been successful, e::t opt in a modest way in Croat Britain, 
but there are hint's that despite their right-wing fanaticism, 
some of the more pragmatic conservative Islamic imams 
and ayatollahs are willing to ride the human rights horse 
into alliance with those on Lhe left where mutual interests 
can be made to coincide. 

Signs of challenge to the regime- from this quarter are 
mainly secondary arid low key-incrcased use of the chadour 
among college-educated women as a sign of opposition to 
government, resistance to women's rights legislation 
(almost: amounting to pressure group lobbying) and the spread 
of unflattering jokes about the Shah. 

Religious restiveness has been reinforced by the revival 
of Islamic political fortunes in neignboring political 
arenas--Pakistan, where the religious opposition to Bhutto 
led to a military takeover; Turkey, where religious factions 
appear to hold at least some balance of power in the new, 
divided parliament; and Saudi Arabia, where the Shah 
perceives the fanatical Islamic right as one of the serious 
problems for any reigning Saudi monarch. 

The Shah and the government have taken discreet steps to 
keep this type of potential opposition under control. In 
addition to normal surveillance of religious factions, the 
Shah finally paid a visit to imam Roza's shrine at Mashad 
in May to meet with religious leaders and urge. In his 
public speech, that faithful muslims not be misled into 
terrorism by subvert. ive groups. In their trips to various 
provinces, the Prime Minister and Empress Farah have devoted 
time and public utterance to placating the faithful and 
trying to draw them (and their religion) into a supportive 
relationship to the government. A perceptive younger 
member or the Empress' Special Bureau claims the royal 
family watches the religious situation very carefully, and 
that many rural development efforts are geared to drawing 
more of the religious fundamentalislsinto the modern sector 
through greater participation in secular projects. 

V.i.aL i.'l. ir the G o . er nmen t i)o? 

Both the GOI and Lhe Resurgence Party are assimilating this 
upsurge of crir •‘ei.v.n and t'-'tci "c.*y t ion" which h • '• 
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brought ofi by a combination of the GOT 1 s own policies and 
ci • cus'scancer. Over the sl-o.-t u rn, i'. appear to be 
three Ions. >- a ft;: ■ notion .if appro ';C !, f * : 1) The 
v‘v.;Y!v. . . by ' ■■■.' c pi i.—f, fry . o bring 

there oppositionist actions under the Resurgence Party 
i.eibrel i a . Bv col'in» for critics to become active in the 
or pr : critic! nr to Party uni. s, the G01 

could attempt to encompass the nascent opposition entirely 
v/i tiiiii tilt: present political system This will r.oc be 
wholly possible, since there are other or < ’anir.otions--the 
] mperial Commission, the Group for the Study of Iran's 
Problems , and chc Imperial Inspectorate, for example--which 
play roles in this area. Having identified some critics 
through letter signatures, these individuals may fcc-t the 
call to play Lhc Party Game. Some may need, most probably 
will not--this could eventually bring them into conflict 
with the system itself as they' fry to justify their refusal 
to participate by attacking the .system and the Shah personally. 

2) Both government and Shah may simply continue to relax 
and allow more criticism ns the price of opening up the 
political system. This could only be done if it is 
perceived that this cypo of opposition is safely manageable 
in security terms, and that the system is stable enough to 
afford what the Shah calls the "luxury of dissent". Any 
hint of foreign support for or even puli] tc sympathy with 
opposition groups from any quarter would probably bring a 
sharp, if perhaps sophisticated, crackdown. 

3) The government may simply repress such criticism or 
limit it a pr iori on grounds of state security. This 
seems an unlikely choice--it would defeat the purpose of 
opening up the political system. Undoubtedly, however, the 
Shall would take this course i f criticism got out of hand-- 
or exceeded the permissible an.l attacked on a regular and 
sustained basis, the Shah as an institution, the Constitution, 
or the Shah-People Reforms, llovnyda's current posture 
suggests that criticism which calls these fundamentals 

into question will not be allowed, or subject the critics 
to the force of harassment and limitation. 

In practice, the GOi will probably use all threo--tolerance 
to bring criticism out, attempts to direct it toward the 
Party , and KOi.-e form of limiting control to keep it from 
destabilizing the developing Iranian political svsLem. The 
degree to which repression may he applied will depend upon 
the content of the critic's message. If oppositionist 
criticism remains focused rather narrowly, as it has for 
7-10 years, on a critique of present facts of life, it may 
be supportable at a fairly high level of vituperation. If, 
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US. Attitudes 

The U.S. is not directly involved in this process of increased 
criticism, nor should ic he. Critics of the COI may use 
symbols with which many Americans might sympathize. The 
U.S. may also come under fire from those caustic of our 
traditionally close ties with Iran under the Pahlavi Dynasty. 
In both cases, wo should L~caC the process of criticism as * 
a puieiy internal Iranian matter. At discreet moments and 
in the right place privately, it will do no harm and some 
positive good to express our approval of the opening up 
process and reinforce the thinking that has led to it. On 
the other hand, the U.S. should avoid the temptation to make 
public pronouncements on the subject which might be misin- 
terpreted by either critics or supporters of the present 
regime, or both. Given the differences in culture and 
political perception between elites and ordinary individuals 
in both countries, as well as the long history in Iran of 
connection between foreign intrigue and dissidence, the 
lower the U.S. profile, the better. 
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